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BUDGET SPEECH 


DELIVERED BY 


HON. D. C. ABBOTT 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, APRIL 6, 1954 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. Douglas Abbott (Minister of Finance) 
moved: 

Tnat Mr. Speaker do now leave the chair for the 
touse to go into committee of ways and means. 

He said: Mr. Speaker, I think I must 
depart from my carefully prepared text to 
express my appreciation for the warmth of 
the greeting of my friends behind me. 

This is my eighth year as Minister of 
Finance and my tenth budget speech. When 
! brought down by first budget the world 
nad just emerged from a long and costly war. 
Looking back at it now I can say that the 


views I then expressed about our own affairs 


nave Deen more than justified, but our inter- 
<ational hopes have fallen far short of 
tealization. We have had to cope with recur- 
“ng threats to peace and security, and we 
save had to incur heavy costs, in co-opera- 
tion with our friends and allies, in building 
up tne defensive strength of the free world. 
Solid progress, however, hc: been made 
curing 1953 and we can face the future with 
growing confidence. 

The growing strength of the North Atlantic 
sliance has done much to reduce the dangers 
of errmed aggression, but fundamental solu- 
dons are still denied us. A just settlement of 
these questions requires the free world to 
continue to improve its defensive position in 
Tder to negotiate from strength. We cannot 
ret afford to relax. 


ECONOMIC TRENDS 


In the economic sphere, 1953 has been a 
"uch better year. Industrial and agricul- 
‘ural production in almost all countries has 
‘ontinued to expand, and consumption has 
"sen. Supplies of many products entering 
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into international trade are becoming more 
plentiful, and international markets more 
competitive. The recovery of Germany and 
Japan has contributed to this development. 
It is becoming increasingly evident that after 
many years of scarcity and inflation we are 
returning to more normal competitive con- 
ditions. 

It is encouraging to note the further 
improvement which has taken place in trade 
and payments relations between the dollar 
and the non-dollar countries. The clearest 
indication of this is the substantial increase 
in the gold and dollar reserves of overseas 
countries. During 1953 the sterling area 
achieved a substantial overall surplus with 
the rest of the world. The central reserves 
held by the United Kingdom rose by $670 
million during 1953 and have continued to 
rise in the first quarter of 1954. As a result 
of these favourable developments the posi- 
tion of the sterling area has strengthened 
considerably. A substantial improvement in 
the overall balance of payments and ex- 
change reserves has also been experienced 
by most European countries. 

The progress of the United Kingdom to- 
ward freer trade is most significant. Large 
sectors of trade have been decontrolled; com- 
modity markets have been re-opened; and 
important raw materials and foodstuffs have 
been placed under open general licence. As 
a result of these changes, United Kingdom 
importers are now free to purchase a large 
part of their basic requirements from the 
cheapest sources, including the dolar coun- 
tries. Significant relaxations in trade and 
exchange controls have also been introduced 
by Germany, Belgium, Holland, South Africa 
and a number of other countries. 

While this worthwhile progress towards 
freer trade and payments is a source of satis- 
faction it still falls far short of what is 
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needed. In many respects the balance of 
world trade, although very much improved, 
still lacks defence in depth. It cannot be 
otherwise as long as major currencies are 
inconvertible, and there continues to be a 
widespread use of restrictionism and dis- 
crimination. 

Perhaps the most encouraging feature of 
recent developments in this field is the change 
in the attitude of many countries to their 
external financial problems. There is a grow- 
ing impatience with the existing system of 
direct trade controls and discriminations and 
an increased awareness of the serious eco- 
nomic damage which results from the per- 
petuation of such policies. To a greater ex- 
tent than at any time since the end of the 
war, overseas countries are showing a will- 
ingness to envisage basic changes in their 
trade policy in order to deal with their ex- 
change problems in a fundamental way. 

This attitude is most clearly expressed in 
the “collective approach” proposals formu- 
Jated on the initiative of the United Kingdom 
at the commonwealth economic conference in 
December 1952. These proposals envisage 
the restoration of an effective system of 
multilateral trade, and the achievement of 
currency convertibility over the widest pos- 
sible area through co-operative international 
action. In the course of my last budget I 
stated that Canada had participated fully in 
the development of the “collective approach” 
and would be willing to co-operate in any 
common efforts required to achieve these 
goals. Today, I am glad to report that real 
progress has been made over the past year in 
laying the foundations for the implementation 
of this constructive program. 

In January, as the house knows, I attended 
the conference of commonwealth finance 
ministers in Sydney, Australia, which—by 
the way—I cc sider to be the most satisfac- 
tory conference of this ‘kind since the end 
of the war. In reviewing developments since 
the December 1952 meeting, the conference 
agreed that the substantial improvements 
which had taken place confirmed the funda- 
mental soundness of the policies and objec- 
tives which they had set for themselves. 
Without reservation all commonwealth coun- 
tries joined in a clear re-affirmation of the 
“collective approach” proposals for currency 
convertibility and freer trade. 

During the past year constructive develop- 
ments have also taken place in other coun- 
tries. For most of this period the United 
States has been in the process of re-examin- 
ing its foreign economic policies. An impor- 
tant stage in this process was completed in 
January, when the United States commission 
on foreign economic policy issued its report. 
The recommendations of this commission— 


better known as the Randall report—provide, 
in my view, a reasonably promising basis for 
action by the United States in a co- -operative 
movement towards a sounder system of trade 
and payments. 


Progress has also been made by interna- 
tional agencies with responsibilities in thi: 
field. The international monetary fund has 
made changes in its rules and practices to 
ensure that its resources can be used more 
effectively to support a major move to con- 
vertibility. In Europe the OEEC has under- 
taken a study to see how the European pay- 
ments union can best be integrated into a 
broader payments system, and powerful new 
voices have recently been raised in western 
Europe in favour of an early move to con- 
vertibility and multilateral trade. 


As part of this general move to strengthen 
the instruments of international economic 
co-operation, the contracting parties to the 
General Agreement on Tariffs and Trade have 
undertaken an important program of work 
for the coming year. GATT has made a most 
valuable contribution to the expansion of 
world trade, and we welcome the decision 
to undertake a general review of the agree- 
ment with a view to making it a more 
effective instrument. The session which is 
planned for next fall will also consider the 
prospects for new multilateral tariff negotia- 
tions. In the meantime, in order to safe- 
guard the stability of present tariff arrange- 
ments, the existing agreements have been 
extended to the end of June, 1955. 


From what I have said, it is clear that 
events are shaping up to make the coming 
year an important one for progress in inter- 
national economic co-operation. The new 
and positive attitudes of many countries, 
their improved trade and payments position. 
and the substantial progress towards domestic 
economic stability have combined to create 
a more favourable climate for advance then 
at any time since the end of the war. 


Wo single country can by itself ensure 
the success of an enterprise which must 
essentially be a collective, co-operative effort. 
At the same time, I think it fair to say that 
the policies and attitudes of the United Staies 
in this regard occupy a place of central 
importance. The United States has been one 
of the strongest exponents of policies directed 
towards the reduction of trade barriers and 
the expansion of international trade. The 
success that has been achieved in this fie!d 
is in large part due to the steady encourage- 
ment and substantial assistance that the 
United States people and their government 
have given to the countries of the free world. 
Canada has welcomed these policies and has 
played its full part in this constructive enter- 
prise. 
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Three weeks ago I attended the first 
meeting of the joint United States-Canada 
committee on trade and economic affairs 
where ministers of our two countries had an 
opportunity to examine economic problems 
of common concern. Consideration was given 
throughout the discussions to the need for 
action towards freer trade and payments on 
a broad front. It was agreed that few things 
yvould contribute more to the well-being and 
economic stability of the free nations of the 
world than a forward move in this direction, 
and it was recognized that enlightened 
economic policies on the part of both the 
United States and Canada would contribute 
materially to the achievement of a better 
trade and payments system throughout the 
free world. United States ministers warmly 
welcomed the evidence of a desire in many 
countries to take decisive steps towards the 
restoration of a broad area of convectibility. 
I came away from these meetings with a 
distinct impression that the United States 
administration is willing to do its part in 
making such a movement successful. To 
this end the United States administration has 
just placed before Congress a program de- 
signed to give effect to the main recommenda- 
tions of the Randall commission. It is 
greatly to be hoped that the actions of the 
United States in the trade field will continue 
to provide effective leadership at this critica] 
time. 

Canada, as the third largest trading coun- 
try, also has important responsibilities to 
fulfil in these co-operative efforts. At 
Sydney and at Washington I reaffirmed our 
willingness now, as in the past, to play an 
appropriate part in bringing about a freer 
world system of trade and payments. 

Earlier in my remarks I referred to the 
fact that there has been a return to more 
normal competitive conditions in world 
markets. As might be expected, this devel- 
opment has brought with it growing protec- 
uonist pressures in many countries, including 
Canada. It should be clear that any retro- 
grade step at this time would not only 
prejudice the achievements we have already 
made but would also jeopardize the prospects 
for real progress which are now at hand. 

I come now to a review of economic 
developments in Canada during i953 and the 
outlook for 1954. In 1953 the Canadian 
economy reached new peaks of production, 
employment and consumption. <A year ago 
I based my budget on the expectation that 
the gross national product would increase by 
about 4 per cent; actually it increased about 
S per cent. Since population increased less 
rapidly than national product and_ since 
prices were stable, the average Canadian 
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worker and consumer had more dollars to 
spend and was able to obtain more goods 
for his dollars than in any year in our 
history. 

The main factors responsible for the high 
level of production of 1953 were much the 
same as those of 1952 although the relative 
importance of some of them varied. Our 
very large defence program continued to 
give strong support to production and per- 
sonal incomes, but this element has become 
a sustaining rather than an expansionist 
force. In each of the years 1951 and 1952 
defence expendituyes increased by about 
$600 million, whereas in 1953 they were 
about the same as in 1952 and there will 
be not much change in 1954. This slowing 
down in the growth of defence expenditures 
no doubt contributed to the levelling off of 
production in some indusiries that became 
evident toward the end of 1953. 


On the other hand, a very substantial 
increase in consumer expenditures, and an 
expanding program of private capital invest- 
ment, were strong stimulating forces. Con- 
sumer expenditures, strengthened by the 
continued rise in real incomes, showed a par- 
ticularly large increase, and were the most: 
dynamic force in the upward movement of 
1953. 


New investment in plant, equipment and 
housing rose by 10 per cent. New housing 
showed the most striking increase, rising by 
about 30 per cent, and was responsible for 
almost two-thirds of the total increase in 
durable physical assets put in place in 1953. 
There was a considerable increase in con- 
struction in the sectors of trade and com- 
merce and in institutional building, where 
investment had previously been postponed 
by government restrictions during the early 
defence build-up period. Capital expendi- 
tures in manufacturing declined’ slightly, but 
investment in mining and resource develop- 
ment continued to increase. There was a 
significant increase in business inventories 
during the first nine months of the year, con- 
centrated largely in the manufacturing and 
retail groups. The decline in inventories 
during the final quarter, though it contri- 
buted to the levelling off of business activity, 
was basically a constructive adjustment. 

Finally, 1953 was also another big year for 
Canada’s external trade. Imports continued 
the upward trend which first became apparent 
in the latter part of 1952, and were 9 per 
cent greater than the previous year. Exports, 
or: the other hand, while still at very high 
levels showed a decline of 4 per cent from 
the record established in 1952. 


The substantial increase in demand for 
imports reflects in large part the high levels 
of investment and consumer spending which 
characterized the economy during 1953. It 
also reflects the improved supply situation 
in many countries and sharper competition 
in world markets. These factors also con- 
tributed to the small decline in Canadian 


exports, including such traditional export 
products as wheat, woodpulp and farm 
machinery. 


A significant change took place in the 
direction of our export trade. Sales to the 
United States rose by over $100 million, while 
the proportion of our exports going to the 
United Kingdom and other commonwealth 
markets declined, reversing the trend which 
had prevailed during 1952. On the other 
hand, there was some increase in the propor- 
tion of our imports coming from the United 
Kingdom. 

The emergence of an import surplus on 
merchandise account was the main reason 
for the swing in Canada’s balance of pay- 
ments position from a current account sur- 
plus of $157 million in 1952 to a deficit of 
some $467 million in 1953. 

Short-term capital movements during the 
past year showed a much smaller net out- 
flow on balance than in 1952. At the same 
time there was an increased inflow of long- 
term capital associated with an expansion in 
direct investment in Canada and net sales of 
new Canadian issues abroad were again sub- 
stantial. These capital movements produced 
a surplus on capital account roughly equiva- 
lent to the deficit on current account, and 
there was little net change in our foreign 
exchange reserves. The foreign exchange 
value of the Canadian dollar showed almost 
no net change during the year. It declined 
moderately from January to May, and then 
moved up slowly to the end of the year. 

Coming now to the present position, the 
first thing to observe is that the real income 
of the Canadian people has been expanding 
at a rapid rate for a number of years. The 
fact that the economy in 1953 was able to 
achieve further gains of the magnitudes I 
have sketched suggests to me that we should 
not feel unduly concerned with a temporary 
slowing down of this rate of advance. Indeed, 
in the dynamic kind of economy we have in 
Canada an occasional hesitation in its for- 
ward movement may well be one of the 
consequences of the buoyant character of our 
economic growth. 

Most of the elements which supported the 
growth in national product in 1953 are still 
present, and I believe that the forces of long- 
term expansion will soon reassert themselves. 
But some readjustments in production, in 
costs and in pricing policies are necessary, and 
are indeed going on. 
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There is no need for me to go into detaij} 
concerning the nature of the present eco. 
nomic situation. It is characterized by more 
unemployment than we had last year at this 
same time, and by more unemployment than 
any of us like to see. It_is marked also by 
a slackening in the growth of roduction an 
by declines in certain industries. 

An explanation of this state of affairs in 
Canada can be found in a series of changes 
which have been at work during the last 
year or more, both in the international 
economic field and here in Canada. These 
changes have given rise to a greater degree 
of import and export competition, and to a 
more cautious attitude on the part of industry. 
These factors have led some industries to 
reduce their rates of production, or of inven- 
tory accumulation. I may note, in passing, 
that the main explanation for the recession 
in business in the United States given in the 
President’s report to Congress was a change 
from inventory accumulation to inventory 
reduction. Added to this there has been a 
small decline in net farm income resulting 
from a reduced volume of agricultural pro- 
duction, and lower farm prices. We have 
also experienced a small decline in exports. 
Although the effect of these declines in farm 
income and in exports should be measured 
against the very high levels achieved in the 
previous year if we are to keep things in 
proper perspective, the fact remains that they 
in turn have tended to limit the demand of 
the producers affected for the products of the 
other sectors of the economy. 

The increase in imports, especially of those 
kinds of things that we make in Canada in 
reasonable volume, and the decline in our 
exports, small thougn these changes may be, 
inevitably raise the question of our efficiency 
and of our cost and price structure. I do not 
agree with the suggestion occasionally heard 
that Canada has become a high cost economy. 
That may be true of some few sectors, but 
it is not true of our basic industries. But it 
is true that for seven or eight years business 
has been travelling along a comparatively 
easy road. After the war we had an unscarred 
and greatly expanded economy. We had. 
learned a lot and made great technical 
advances. In a world beset with shortages 
and great tasks of reeonstruction we have 
been admirably situated to supply both our 
own needs and the needs of our customers. 
Many countries have now recovered their 
productive capacities; they can meet a larger 
part of their own needs and they have more 
for export. Competition both for our market 
and theirs has become keener. 

Until quite recently our industries have 
been protected more by external shortages 
than by our traditional tariff structure. This 
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special form of protection is now disappearing, 
and some of our industries are finding that 
they have not watched their costs as carefully 
as they should, that their break-even points 
are uncomfortably high, and that their costs 
and prices are out of line. One result of all 
this is that I have had more requests for 
tariff increases or other forms of protection 
during the past few months than in any 
year since I became Minister of Finance. This 
government, as the house knows, has steadily 
favoured reducing obstacles to trade, and we 
must move in this direction if we expect 
others to do likewise. If we were to meet 
every breath of new competition by increased 
protection we would certainly become a high 
cost economy and progressively aggravate our 
problems. 

The re-emergence of keen competition in 
trade means readjustment and reappraisal. 
It means a sharpening of pencils and a care- 
ful re-examination of managerial and labour 
e‘ficiency. This is not an easy process, but 
it is a very necessary one, and the longer it is 
postponed the more difficult it becomes. 

I do not believe that the current slowing 
down of expansion will be -serious—or- pro- 
longed. Inventory accumulation is a volatile 
factor in an economy as dynamic as ours 
but if we bear in mind that the total of 


demand both at home and abroad is being 


well sustained, the present situation should 
be quickly self-correcting. 

iy reasons for saying this are, first, that 
the support to be given to production in 1954 
in the principal areas where demand origi- 
nates is well assured. This statement holds 
good whether we look at the intentions of 
Canadian business with respect to new in- 
vestment, or at the probable expenditures of 
Canadians as consumers or builders of new 
houses, or at the rate of government expendi- 
tures, or at the prospects for exports. The 
second reason is that we already have a 
series of supports which should prevent the 
Present re-adjustments from becoming more 
generalized and self-aggravating.- 

It is clear that industry as a whole has 
such confidence in the future of the economy 
that it intends to undertake greater capital 
investment than ever before. The annual 
survey of investment intentions recently 
tabled by my colleague, the Minister of Trade 
end Commerce (Mr. Howe), shows that 1954 
will see nearly $6 billion spent on new invest- 
ment, or three per cent more than in 1953. 
Though some industries will spend less on 
new investment in 1954, other industries, 
€specially the public utilities, mining, and 
Commercial establishments will spend more, 
and more than enough to maintain the extra- 
ordinarily high levels reached in recent years. 


Housing requirements remain substantial and 
the recent changes in the housing act should 
help to translate these needs into results. 


The expenditures of the federal govern- 
ment on goods and services, as well as those 
of provincial and municipal governments, 
will increase moderately this year. Given the 
present high level of personal incomes, and 
the high volume of available personal sav- 
ings, there is a strong basis for maintaining 
or increasing consumer expenditures during 
1954. 

So far as exports are concerned, the out- 
look is a little less certain. In the last few 
years unusually high sales of wheat and 
coarse grains have contributed to increase 
our exports. But by normal standards, the 
prospects for grain sales remain good. For 
other export commodities no _ significant 
changes seem likely, though much will depend 
on markets in the United States. So far 
as our European and commonwealth markets 
are concerned, the basic economic position 
of these countries has improved and an 
increase over the export levels of 1953 is a 
reasonable expectation. 

As in so many other questions affecting 
our development much will depend on the 
economic situation in the United States. This 
is, of course, the open season for forecasting 
the behaviour of the United States economy, 
but I do not propose to join in this particular 
exercise. I shall merely note that responsible 
opinion in the United States seems to be 
confident that the present downturn will not 
be deep or prolonged, and that there is a 
growing consensus of view that an upturn 
can be expected soon. 

In the light of all these considerations, I do 
not feel that drastic measures by government 
are appropriate to the present economic situa- 
tion. As I have said on many previous occa- 
sions, there are bound to be both ups and 
downs in an economy enjoying an unusually 
high rate of growth. Our present adjustments 
are taking place at a level of activity which 
is higher than anything we have been accus- 
tomed to in the past. Governmental inter- 
vention or expenditure is not a cure for the 
problem of those industries where supply has 
temporarily outrun demand, at home or 
abroad, or where costs and prices have got 
out of line. The basic solution in these indus- 
tries must be to produce more efficiently, to 
eliminate waste, to reduce costs and to search 
out new markets, with new or better products. 
In many instances I know that these processes 
are already under way. 

There is, of course, a good deal that can be 
done by government by measures which have 
the effect of sustaining demand and produc- 
tion. The government’s projected capital 
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expenditure program for the coming year, as 
indicated in the estimates, takes into account 
the higher priority which is now being given 
to federal projects. Even in this field, how- 
evr, the present plans of industry to embark 
upon new capital construction, and the expec- 
ted high level in housing activity, leave little 
room for any greatly expanded program on 
federal account. And I do not believe, in any 
case, that increased public works of the kind 
appropriate for the federal government can 
remedy a problem which is to a large extent 
local in character. 

The amount of transfer payments made by 
the federal government has grown consider- 
ably in recent years and provides an under- 
pinning of consumer expenditures. Some of 
these payments, such as unemployment bene- 
fits, necessarily increase when earnings fall 
off and thus support the level of expenditures. 
Most of these transfer payments, such as old 
age pensions and family allowances, are made 
to groups who spend nearly all their incomes 
on goods and services. In agriculture and 
fisheries, price support legislation has been 
in operation since the end of the war, to put 
a floor under the incomes of primary pro- 
ducers when economic stability is seriously 
threatened. 

My general conclusion is that our national 
product in 1954 will be at least equal to 1953, 
and probably higher; in other words I think 
that an upswing in the second half of the 
year will more than compensate for the 
declines that are evident in certain branches 
of industry at present. 


GOVERNMENT ACCOUNTS 1953-54 


I should like now to report briefly on our 
revenues and expenditures for the fiscal year 
which ended last Wednesday. The usual 
de. iiled statements of the accounts are in the 
white paper which I tabled yesterday and 
I do not propose to take time in covering this 
ground again. However, I should remind hon. 
members that the final results of the year’s 
operations will not be known for some time 
yet. Consequently the figures in the white 
paper and those which I shall use tonight 
are based on estimates and must be regarded 
as preliminary. 

In my budget speech last February, I esti- 
mated budgetary revenues for 1953-54 at 
$4,473 million, expenditures at $4,462 million 
and our prospective surplus at $11 million. 
It appears now that our actual revenues for 
_the year were about $4,400 million, our ex- 
penditures about $4,390 million and our 
budget surplus about $10 million. 

Despite the tax reductions announced in 
the last year’s budget, revenues in 1953-54 
were the largest on record. The total of 


$4,400 million is $73 million, or about 1} per 
cent less than I forecast a year ago, by 
about $40 million more than we collected in 
the preceding year. Personal and corporate 
income tax and excise duty collections have 
been short of my budget forecast, but customs 
sales and excise taxes and non-tax receipts 
have all exceeded my earlier expectations. Gs 
the total revenues for the year, personal ang 
corporate income taxes, succession duties ang 
other direct taxes produced 56 per cent, com- 
modity and other indirect taxes 35 per cent, 
and non-tax revenues 9 per cent. 

The expenditures last year, at $4,390 mij- 
lion, were $72 million or 14 per cent less than 
my budget forecast, but about $53 millicy 
more than the total spent in 1952-53. Again 
the most notable feature of our expenditure 
program has been the continued importance 
of defence which constituted over 43 per cent 
of all government outlay in 1953-54. Full 
details are given in the white paper, and I 
shall only point out that, apart from defence, . 
our total budgetary expenditures in round 
figures amounted to $24 billion. Of this sum 
nearly $500 million was for interest and serv- 
ice of the public debt; $750 million—in eaddi- 
tion to $340 million paid out of the old age 
security fund—was for family allowances, 
veterans’ benefits and other welfare and 
social security services; about $340 million fer 
subsidies and tax rental payments to the 
provinces; and $110 million for services and 
assistance to agriculture. In other words, 
these four classes of expenditure accounted 
for more than two-thirds of all our civil 
or non-defence expenditures. 

I should like to say something about our 
cash position and those aspects of our 
financial operations which lie outside the 
budget. Once again, in addition to our out- 
lay for governmental services which are 
included in the budget proper, we have had 
to provide large sums for loans, investments 
and working capital advances and for a 
variety of other purposes. During the fiscal 
year, these outlays, all of which of course 
were authorized by parliament, amounted ‘? 
$430 million. To meet these requirements 
we have had available from non-budgetary 
sources the very large sum of $810 millicn, 
of which $445 million came from the repay- 
ment of loans and advances and $200 million 
from net receipts and interest accumulations 
in various annuity, insurance and pension 
accounts. Details of all these transactions 
are given on page 62 of the white paper. 


After taking into account our budgetary 
surplus of $10 million and the net amount 
of $380 million remaining from all these non- 
pyudgetary transactions, $390 million was 
svailable for debt reduction. Actually, 
funded debt in the hands of the public was 
requced during the year by about $270 mil- 
lion, and our cash balances at the end of the 
vear were $120 million higher than they 
were at the beginning. 


The public debt operations during the past 
year have included the redemption or 
refinancing of a large volume of matured or 
called bond issues. In addition to the usual 
refunding or conversion of short term securi- 
ties, We issued new securities amounting in 
round figures to $3,150 million and redeemed 
old securities and acquired others for our 
sinking fund and_ securities investment 
accounts in the amount of $3,420 million. 
As a result, as I indicated a moment ago, 
we were able to reduce our unmatured 
funded debt outstanding in the hands of the 
public by $270 million. 


The average rate of interest paid by the 
government on its funded debt was ‘slightly 
higher at the year-end than it was at the 
Two years ago the rate was 
per cent and last year it was 2-77 per 

At March 31, 1954 it was 2:86 per 


TAX POLICIES FOR 1954-55 


I turn now to a consideration of a tax 
policy appropriate to the coming year. 

Our present tax structure under prosper- 
ous conditions, without inflation, and allow- 
ing for a normal growth factor, would 
produce revenues of about $4,500 million 
this year. Present indications, in my opinion, 
point to an early resumption of an upward 
trend in business, and a good prospect of 
this figure being realized. It is, of course, 
possible that external factors might be such 
that the present pause in our expansion 
Would continue through most of the year, 
and if that happened our revenue would be 
lower. I feel fully justified, however, in 
basing my tax policy on a liberal rather than 
4 conservative estimate of the future. I 
Propose, therefore, to take $4,500 million as 
My revenue base; and if I may have unani- 
mous consent I shall insert at this point in 
Hansard a table giving the details which 
make up this total. 


Table I 
Revenues Before Tax Changes 
(in millions of dollars) 


1953-54 
(Prelimi- 
1954-55 nary) 
Personal incomentax fii. onesies. $1235 $1,189 
Non-resident income tax ........ 55 54 
Corporation income tax o.csssece< 1,200 1,194 
SUCCESSION ICULIES eres aaleie-s eels ale 40 40 
Gustoms import duties) ...seeeees 415 408 
SALESITAI: tacare wore eve feie Reorder aint aie 610 592 
Other excise duties and taxes .... 540 518 
Miscellaneous taxes .....csscdace 15 14 
Total tax erevenuess.....<<a5 4,110 4,009 
Not=taxereveniies! 2... es seecens 340 S17 
Special receipts and credits ...... 50 74 
Total TEVENUES Wisc oec oc ccselele 4,500 4,400 
Old Age Security Taxes 
DUDCTACENUSALCS AK n esis eteie sie lore 153 148 
2 per cent personal income tax .. 97 91 
2 per cent corporation income tax 56 55 
PE OUST tis ysis tale Wea ac/ecte oeioreie ern 306 294 


The main estimates of expenditure have 
already been tabled and total $4,492 million. 
With the co-operation of my colleagues and 
the treasury board staff, I have been follow- 
ing each year a policy of steadily improving 
the quality and the completeness of the main 
estimates, and I believe that this year they 
are as complete as it is possible to make them. 
There will, of course, be some supplementar- 
ies, but I can foresee no large items overhang- 
ing us, such as we had last year in the losses 
related to foot-and-mouth disease and in the 
costs of the general salary increase for the 
public service, which together totalled nearly 
$100 million. Each of the more than 500 
items which make up the total estimates are 
individual maximum _ authorizations, and 
there is bound to be a certain amount of 
under-spending and lapsing. The original 
estimates have been carefully screened and 
the lapsings will not be large, but they can 
ha.dly average less than 1 or 2 per cent. 
All in all, I have come to the conclusion that 
a prudent estimate of our total budgetary 
expenditures is $4,460 million. 

My general philosophy with respect to taxa- 
tion has always been that in good, prosperous 
years we should balance the budget with a 
bit over for the reduction of debt. When we 
have had exceptional years, and especially 
under conditions of inflationary pressures, I 
have never apologized for having a substantial 
surplus for debt reduction. I am also con- 
vinced that whatever merit there may be in 
large scale deficit financing under severe con- 
ditions, those conditions neither exist nor 
are they in prospect. On the other hand, I 
do not think one should be unduly cautious 
and refuse to consider desirable tax reduc- 
tions just because conditions might deterior- 
ate and we might have a small deficit. 
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Taking, therefore, $4,500 million as my 
revenue base, and $4,460 million as my 
expenditures, I have a modest sum of about 
$40 million available for tax abatement. 


Beyond the budget we shall, as usual have 
to find cash to make authorized loans, 
advances and investments. We shall prob- 
ably require about $125 million for loans to 
Central Mortgage and Housing Corporation. 
The Canadian National Railways capital 
requirements in 1954, which are initially 
financed by advances from the government, 
will come to about $190 million. Funds will 
be needed for other crown corporations and 
for loans under veterans’ legislation and other 
authorized purposes. There are likely to be 
net disbursements from the defence equip- 
ment replacement account, and it would 
appear that the revenues of the old age 
security fund will again fall short of pay- 
ments. To finance all these requirements, 
there will be cash available from non- 
budgetary sources—mainly from the repay- 
ment of loans and advances and from the 
various insurance, pension and annuity ac- 
counts which the government holds and 
administers. It is not possible to forecast 
these non-budgetary items accurately, but 
I expect that, excluding funded debt opera- 
tions and the requirements of the C.N.R., 
there will probably be a small net balance 
in our favour. 


Another matter that I am required to re- 
port upon to parliament is the position of the 
old age security fund. I have included this 
report in the white paper at pages 67 and 68. 
Hon. members will recall that payments under 
the Old Age Security Act began in January, 
1952, but contributions to the fund became 
payable at different dates—the 2 per cent 
sales tax in January of that year, but the 2 
per cent personal and corporate income taxes 
not until July, 1952. There was therefore a 
long lag between payments out of and pay- 
ments in to the fund. This lag created a 
deficit in the fund of $50 million in the first 
three months of 1952, and contributed largely 
to the deficit of $99-5 million in the year 
ended March 31, 1953. Recognizing this lag, 
parliament in 1952 appropriated funds from 
general revenue to extinguish the first three 
months’ deficit. 


Last year I reported to parliament that 
because of the continuing effects of the initial 
time lag I would have to wait another year 
before I could form a proper judgment on 
the real balance of income and outgo in 
the old age security fund. At that time I 
had expected revenues of $278 million, pay- 
ments of $345 million, and a probable short- 
fall of $67 million. In fact the results have 
been much better. Payments were $6 million 
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less than I had forecast, revenues $16 million 
higher, and the deficit at $45 million is one 
third less than expected. 

Looking at the year just beginning, it seems 
probable that we shall again have a deficit 
of about $50 million. A precise accounting 
approach might suggest that I ought to pro. 
pose an increase in the scale of contributions: 
but, as I said a few minutes ago, I do not 
think this is a time to be increasing taxes in 
Canada if that can possibly be avoided. | 
propose therefore to carry on with the same 
scale of contributions for another year. 


Under the Old Age Security Act, deficits 
in the fund are met by temporary loans from 
the Minister of Finance and these loans are 
carried as active assets on our balance sheet. 
The $99-5 million deficit of 1952-53 resulted 
in large measure from the original time lag 
between the commencement of payments and 
contributions. I do not believe any useful 
purpose is served by carrying this liability 
of the fund forward into another year, and — 
I propose, with the consent of parliament to 
write it off against our accumulated active. 
asset reserve. 


FEDERAL-PROVINCIAL FINANCIAL 
RELATIONS — 


Before completing this statement of tax 
policy for the ensuing year, I must make some 
reference to the general field of federal- © 
provincial financial relations by reason of the 
fact that the province of Quebec has decided 
to impose again a personal income tax. 

The right of any province to impose such 
a tax has never been questioned. The pre- 
amble to the recent Quebec statute imposing 
the tax contains a statement, however, which 
cannot be allowed to pass unchallenged. That 
preamble contains the following words: 

Whereas the Canadian constitution concedes to 
provinces priority in the field of direct taxation: 
There is no foundation in fact or in law 
for such a statement. The provisions of the 
B.N.A. Act in this regard are clear and unam-: 
biguous. Federal taxing power is unlimited. 
Provinces are limited to direct taxation within 
the province for provincial purposes. No 
priority is stated and none is implied. On 
the contrary, both levels of government have — 
equal and concurrent rights in the field of 
direct taxation. 

Within their powers of direct taxation, 
provincial governments have imposed general 
retail sales taxes, taxes in respect of par- 
ticular commodities such as gasoline, tobacco 
and liquor, security transfer taxes, and so on. 
In fact, with the exception of customs duties, - 
I know of no important source of revenue 
used by the federal government which has ~ 


been available to provincial 
governments. Presumably all provincial 
taxes are direct taxes. If provincial pri- 
ority in the field of direct taxation is 
admitted, it follows that they have priority in 
the case of all the taxes which they levy, 
including these sales taxes and commodity 
taxes of all kinds. 

Under such a doctrine, the provinces would 
have the right to demand that the federal 
government, in effect, abandon taxes up to 
the extent of provincial use. The federal 
government would be bound to accommodate 
fully whatever level of direct taxes the pro- 
vinces wished to impose, and federal taxes 
would have to be abated to the extent called 
for by provincial authorities. 

There is, of course, nothing whatsoever in 
our constitution to support such a doctrine of 
provincial priority, and no federal state could 
survive as a nation under such an arrange- 
ment. 

So far as personal income tax is concerned, 
the federal government entered this field in 
1917 and has remained in it continuously 
since that time. Today, the personal income 
tax is one of the main pillars of the federal 
revenue system. 

My own province of Quebec did not enter 
the personal income tax field until 1940 with 
a tax applicable to the year 1939. It was then 
abandoned at the end of the following year 
when wartime tax agreements were entered 
into. Thus for only two years out of the 
eighty-seven years since confederation has 
the province of Quebec attempted to exercise 
its right to levy such a tax. 

This Quebec income tax was imposed as a 
flat percentage of the federal tax currently 
in force at that time. As such, it carried the 
same level of exemptions and, accordingly, 
was payable by the same people as were 
subject to the federal tax. The Quebec tax 
was in addition te the federal tax. No tax- 
bayer was allowed to reduce his’ federal 
tax by the amount paid under the provincial 
law. They were two parallel taxes on the 
same income payable to two governments. 

The present Quebec income tax law does 
not follow this pattern. It levies the tax 
under a separate rate structure, provides for 
different exemption limits and deductions 
and imposes a tax upon some only of the 
Persons liable for federal incorne tax. On 
those to whom the Quebec tax does apply, 
my understanding is that the rates work out 
at about 15 per cent of the federal rates. 

Since 1947 the federal law has contained a 
Provision allowing taxpayers to offset up to 
five per cent of their federal tax through 
Payment of a provincial income tax. Gener- 
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ally speaking, the credit in the federal law 
in respect of succession duties, corporation 
income taxes and personal income taxes 
levied by provinces gives leeway approxi- 
mating the previous level of use of these taxes 
by provincial governments prior to the war. 
It was introduced as a measure to accord 
some degree of relief to taxpayers taxed at 
the same time by two governments. It was 
entirely a unilateral concession which called 
for no comparable concession of any sort by 
a province. So far as I am aware, this type 
of tax concession is unique and is found in no 
other federal tax system. 

For instance, in the United States of 
America, in addition to the federal income 
tax some thirty different states levy personal 
income taxes. These state taxes are at vary- 
ing levels. In New York state, for example, 
a married person with no dependents with an 
income of $5,000 a year pays $45 to the state 
of New York, and $660 to the federal govern- 
ment. It may be of interest to observe that 
a taxpayer in Quebec with the same income 
and marital status will pay a provincial tax 
of $49 but has the right to a credit of $28.50 
against his federal tax, a privilege not 
enjoyed by his fellow sufferer in the state of 
New York. In the neighbouring state of 
Pennsylvania no state personal income tax is 
imposed. Accordingly, a resident of Pennsyl- 
vania pays less income tax than does the 
resident of New York. The weight of com- 
bined federal and state taxes will vary with 
the different states. Perhaps it is of the 
essence of state or provincial autonomy that 
their tax levels may differ. It is this very 
right to be different that is so jealously 
guarded. The idea that there is anywhere a 
recognized principle that in a federal state 
the combined taxes levied by all governments 
should be no greater in one part of the coun- 
try than in another is without foundation. 

The principle underlying the suggestion 
that provincial tax should generally be 
allowed as an offset against federal tax strikes 
at the very root of the system of federal- 
provincial tax agreements which have been 
developed in this country. It might be useful, 
therefore, to outline what it has been sought 
to accomplish by these agreements. 

Prior to 1940, seven of the then nine 
provinces, as well as many municipalities, 
were levying personal income taxes. Today 
there are only two personal income taxes in 
force—the federal and that of the province 
of Quebec. Prior to 1940, seven of the prov- 
inces imposed taxes on the profits of corpora- 
tions at varying rates. All provinces imposed 
a complicated series of miscellaneous cor- 
poration taxes. Today there are only two 
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corporation income taxes—the federal and 
Quebec—while Quebec also resorts to a series 
of other miscellaneous corporation taxes. 
Previously all the provinces levied succession 
duties. Today succession duties are imposed 
by only the federal government, Ontario and 
Quebec. The heavy costs incidental to the 
mere collection of taxes from Canadians as 
a whole have been greatly reduced. In this 
respect the federal-provincial agreements 
have been of the greatest benefit to the prov- 
inces, to the federal government and to the 
whole body of Canadian taxpayers. 


While the complete removal of double 
taxation over so wide a field with the bene- 
fits of simplification and efficiency is impor- 
tant, it is probable that the most significant 
and fundamental feature of the agreements 
is the way in which they have provided 
financial stability for the less well-off prov- 
inces. The house will recall that in the later 
thirties a number of provincial governments 
were in dire financial straits, and were facing 
the necessity of curtailing essential services 
to an extent which would have imposed 
great strains on our federal structure. The 
situation was very serious. The federal-pro- 
vincial agreements have provided, through 
the avenue of friendly discussion, a system 
under which reasonable and stable revenues 
are currently being provided to those prov- 
inces whose fiscal needs call for more reve- 
nue than they could be expected to collect 
by their own methods. These agreements 
have helped to enable these provinces to 
maintain minimum national standards of 
provincial services. 

he third main purpose of the agreements 
has been to enable the federal government, 
with the co-operation of provincial govern- 
ments, to carry out fiscal and cther national 
policies which help to maintain high levels 
of employment and production in Canada. 


Summing up the value of this system of 
federal-provincial agreements, perhaps I 
might be allowed to quote one paragraph 
from a statement which I made to the 
federal-provincial conference in 1950: 

I have said that some credit is due to everyone 
seated at this table for the remarkable progress 
towards a sane tax system which has been made 
in recent years. The provinces which have been 
willing to rent to the federal government their 
important rights in the fields of income and cor- 
poration taxes and succession qguties have contri- 
buted greatly to this desirable result. Under the 
agreements, literally hundreds of taxes of one sort 
or another have been suspended and replaced by a 
relatively few. Meantime, these provinces have 
received in remuneration rental payments, steadily 
rising with the increase in national income ‘and 
provincial population and of a magnitude greater, 
I believe, than could have been obtained by the 
direct provincial cultivation of the tax fields in 
question—at least unless the intensity of cultiva- 
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tion had been pushed to a point which woug 
scarcely have been tolerable under today’s con. 
ditions. Thus at one stroke a great many old ana 
diverse levies have been suspended while Treason. 
able returns through payments from the federay 
government have been assured by the agreements. 
To my mind, this is the essence of effective tay 
administration. 


This Canadian plan of tax rental agree- 
ments as a method or device for dealing with 
the financial proolems of the members of 
the federal state has been developed on a 
practical basis. Following the rejection of 
the Rowell-Sirois recommendations, the fed- 
eral government proposed the wartime tax 
agreements under which all provinces for the 
duration of the war, in consideration of cer- 
tain rental payments, suspended their income 
and corporation taxes. 


After the war the same old problem 
presented itself again and at the 1945 federai- 
provincial conference, the federal govern- 
ment put forward a comprehensive plan as 
a substitute for the wartime agreements. This 
plan was found to be not acceptable to all 
provinces. 


Again the federal government, without the 
beneft of any workable alternative proposals 
from the provinces, had to devise some prac- 
ticable solution to meet the post-war situa- 
tion. The tax rental agreements were the 
resuit and their great virtue is that in 
achieving important objectives they do net 
depend upon unanimous acceptance by all 
provinces. 

Prior to the termination of the first series 
of agreements which had been entered into 
by seven provinces, a federal-provincial con- 
ference was called in 1950 to discuss with 
all the provinces the prospects for the 
renewal of the agreements and any sugges- 
tions for modification in their terms. Again 
there were no proposals put forward for 
any alternative comprehensive method of 
solving the overall problem of conflicting tax 
jurisdictions in Canada. 

The various options offered under the pres- 
ent agreements have been developed in a 
genuine attempt to meet the diverse financial 
needs of provinces which, unfortunately, are 
not all equally endowed with natural advan- 
tages. Naturally provincial governments will 
continue to argue that the agreements should 
provide higher rental payments, but by and 
large the terms are tolerably acceptable 
to all. 

The province of Quebec alone has decided 
not to rent its income and corporation tax 
fields to the federal government. I wish to 
make it perfectly clear as I have on other 
occasions that the federal government has 
not urged the province to enter into such an 
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aspeement and has no quarrel with the deci- 
sion taken by the government of that prov- 
ince to use its own tax fields rather than to 
nt them to the federal government. 


The statute imposing the new personal in- 
come tax in Quebec was adopted without any 
»rior consultation with the federal govern- 
ment. I do not suggest, of course, that such 
consultation was necessary, but the tax was 
:mposed with full knowledge of the extent 
of the tax credit available under the federal 
law since 1947, which is limited to 5 per cent 
of the federal tax. 

It is now suggested that the federal govern- 
ment should allow taxpayers in Quebec to 
reduce the income tax otherwise payable by 
them to the federal treasury by the full 
amount they are required to pay to the 
province. I have given this suggestion the 
most careful and serious consideration. 
Clearly, however, the obvious implication of 
the principle involved in this. proposal is 
that this parliament should recognize that 
any provinee has the right to determine the 
amount by which the people of that province 
may reduce their national tax liability. I 
consider that any such principle is completely 
unacceptable. 

If a credit up to 15 per cent of the federal 
tax were accepted, it would appear to be 
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for, say, a 30 per cent, a 60 per cent or even 
2100 per cent provincial tax. If a province 
had the suggested constitutional priority in 
the fleld of direct taxation, then nothing short 
of the right to reduce federal tax by 100 per 
cent would be the stopping point. This 
would imply that.a provincial governrnent 
Without imposing any additional burden on 
its own taxpayers could secure to its own 
treasury the full amount which would other- 
wise be payable by its people to their national 
government. This would be the obvious con- 
sequence of allowing a province to determine 
the degree of offset against federal tax to 
accommodate its own tax. I can here only 
repeat what I said earlier on this point. There 
is no justification under our constitution for 
Such doctrine. Its acceptance would not only 
place the federal treasury in an intolerable 
position but it would completely destroy any 
basis for federal-provincial tax rental agree- 
ments. While this, of course, might not be 
a2 matter of serious concern to the wealthy 
hai it can scarcely be disregarded by 
others. 


I have indicated the efforts made by the 
federal government since 1945 to find a basis 
for fiscal co-operation which would be fair 
to all the provincial governments, would fully 
respect provincial autonomy, and at the same 
time enable the government of the nation to 
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discharge its obligations to all the citizens 
of Canada in all the provinces. The tax 
rental agreements represent the best solution 
it has so far been possible to find. 


It is obviously impossible to conduct inter- 
governmental discussions through press con- 
ferences and public statements, but if the 
premier of Quebec wishes to follow up his 
frequently expressed desire for co-operation 
and collaboration, and will make concrete 
proposals to the federal government which 
respect the rights of both federal and provin- 
cial authorities under the constitution, which 
would be fair to all ten provinces and leave 
the federal government in a position to dis- 
charge its national obligations, he will always 
find the door open for full and frank dis- 
cussion in the hope of finding a mutually 
satisfactory solution. 


Finally, perhaps I should say a word about 
what appears to be the attitude of the Con- 
servative opposition on this subject as evi- 
denced by the resolution recently adopted by 
the Progressive Conservative association. The 
resolution is reported in the press as follows: 

“The Conservative party advocates the principle 
that any provincial income tax levied by the gov- 
ernment of any province be deductible from income 
tax payable to the federal government by any tax- 
payer of such vrovince, provided the amount of 
such taxation does not exceed the amount that 
such province would have received from the federal 
government if such a tax agreement had been 
negotiated.”’ 

This resolution clearly does not support 
the doctrine of provincial priority in the field 
of direct taxation asserted in the Quebec 
statute. Rather it is a general proposition 
that stems from the tax rental agreements. 
It appears to propose that any province which 
does not rent its tax fields should be accom- 
modated indirectly from the federal treasury 
up to the amount of rent it would have 
received if it had rented its tax fields. I must 
confess I find that principle somewhat bewil- 
dering, but it would appear to be as effectively 
destructive of any basis for federal-provincial 
tax rental agreements as the priority doctrine 
to which I have alluded. However, if I have 
misunderstood the purport of the resolution, 
I am sure hon. gentlemen opposite will clarify 
the matter during the course of this debate. 


TAX CHANGES 


May I now place before the house my pro- 
posals for tax changes. As I said earlier, 
there is not much margin for tax reductions, 
and I have had to consider carefully how I 
can get the most equity and the best economic 
results with the resources at my disposal. 


Clearly it is not possible to make any gen- 
eral reduction in the income tax rate struc- 
ture, either for individuals or for corporations. 
The most I can do in this field is to make a 
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few desirable adjustments. None of them 
will have any significant effects on revenue. 

The incentive legislation for the oil, gas 
and mining industries will be extended for a 
further year. In the case of deep-test wells, 
however, this special concession will in future 
be restricted to more complicated structures 
such as occur in the foothills. An amend- 
ment will be introduced to re-establish past 
policy with respect to the tax status of fire 
and casualty mutual insurance companies. It 
is proposed to withdraw the provision in the 
income tax regulations which limits the 
deductions for capital costs to the amount 
taken on the taxpayers’ books of account. The 
maximum deduction allowed for contributions 
to pension funds will be increased from $900 
to $1,500 for both employers and employees. 

These are the main changes involving ques- 
tions of principle, though the amending bill 
will as usual contain a number of technical 
changes to keep the law up-to-date and as 
fair as possible. 


Succession Duties 

Our succession duty law is in need of revi- 
sion. Within the past few years a great deal 
of progress has been made in improving our 
federal tax laws. It is generally agreed, I 
think, that an excellent job has been done 
through rewriting our Income Tax Act. The 
Excise Tax Act has been streamlined, simpli- 
fied and made more systematic. Up until now 
I have not been able to devote enough time to 
a similar improvement in succession duties. 
However, I have recently asked officials of 
the three departments concerned—finance, 
national revenue and justice—to commence 
work on rewriting the law. 

In the next few months, while the redraft- 
ing is proceeding, the views of informed and 
interested persons, or groups of persons, 
would be welcomed on any provision in the 
law which deserves reconsideration. In the 
meantime no change will be made in the 
present law. 


Customs Tariff 


The budget resolutions relating to the cus- 
toms tariff which I am tabling touch 74 
tariff items. I am proposing changes in 
wording in about fifty of these items which 
would remove uncertainties, anomalies, and 
administrative difficulties which have arisen. 
The other changes all involve reduction or 
suspension of duties. No increases in duty 
are proposed. 

The duty is being eliminated on machinery 
and apparatus, including tubing of a class 
of kind not made in Canada, for the opera- 
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tion of potash and rock salt mines. A former 
drawback item is being re-established to 
provide for a drawback of 99 per cent of 
the duty paid on fire clay fire brick useq 
by basic producers of iron or steel. Dury 
free entry is provided for materials ang 
parts used in the construction and repair o 
railway signal systems. The duties on 
motor rail cars or units are suspended unti} 
July 1, 1956, and on uranium until July 1, 
1958. 

Some of the principal items on which the 
tariff has been substantially reduced include 
automatic controls for certain sterilizing pro- 
cesses, tear gas ammunition for use by law 
enforcement authorities, and impregnated 
jute fabric used by nurserymen. Motor 
vehicles imported as settlers’ effects are 
presently exempt from duty and taxes when 
valued at not more than $1,500 but duty and 
taxes apply on any value in excess of that 
amount. This exemption has been increased 
to $2,500. 


A new tariff item has been established to 


provide for duty free entry of personal gifts 
not exceeding twenty-five dollars in value 
sent from members of the Canadian forces 
serving abroad to relatives or friends in 
Canada. This item continues the exemption 
provided for by order in council P.C. 6598 of 
December 6, 1951. Last year we provided 
duty free entry for goods valued at not more 
than $1,000 imported by members of the 
Canadian forces after an absence from 
Canada of not less than a year. I now pro- 
pose to abolish this $1,000 limit, and to pro- 
vide statutory authority for the long 
established practice of extending the same 
privilege to employees of the Canadian gov- 
ernment returning from foreign postings. 
While each of these tariff reductions will 
be of real benefit to the producers or 
individuals affected, their overall revenue 
implications are not significant. 


Commodity Taxes 


I have decided, both for reasons of equity 
and economic effects, that the bulk of the avail- 
able tax abatement should be in the com- 
modity tax field. I do not propose any 
change in the general sales tax rate, but I 
can recommend some useful changes with 
regard to the 15 per cent special excise tax. 
I regret that I am not able to recommend 
any change in the taxes on automobiles, 
television sets, radios, phonographs and 


Do eee 


cigars. The revenue from this group is quite 
substantial and is more than I can forego at 
this time; and consumer demand for these 
products has been well maintained. Further- 
more, in respect of radios and television 
sets, last year parliament withdrew the radio 
receiving licence fee, and directed that in 
its place the 15 per cent excise on sets should 
be assigned as revenue to the Canadian 
Broadcasting Corporation. I think it would 
be inappropriate to recommend any change 
in this tax for the time being. 


I can, however, recommend a reduction 
from 15 per cent to 10 per cent on such items 
as soft drinks, candy, cosmetics, tires and 
tubes, motorcycles, smokers’ accessories, 
matches, coin operated amusement devices, 
fountain pens, clocks, watches and jewellery. 


I can also recommend that the 15 per cent 
special excise tax be removed completely 
from furs; electrical household appliances 
such as vacuum cleaners, floor polishers, irons 
and ironers, coffee makers, toasters and food 
mixers; firearms, golf clubs, fishing equip- 
ment; cameras and films; merchandise vend- 
ing machines; and luggage. 

The revenue loss involved in rate reduc- 
tion from 15 per cent to 10 per cent for the 
one group, and in the complete exemption of 
the other, will amount to approximately 
$33 million. 


While the sales tax rate will remain 
unchanged, I am recommending the addition 
of certain items to the schedule of exemp- 
tions. It is proposed to include in the exempt 
list certain classes of road machinery and 
fire fighting equipment when purchased for 
their own use by municipalities. Wall panels 
will be added to the list of exempt building 
materials. Miscellaneous items include the 
small sizes of drain tile, sheet music and 
hearing aids. Total revenue loss under all 
these sales tax changes will be about $3 
million. 


Taxes in the field of liquor and tobacco 
Products will continue at their present levels. 
A technical change will be made in the 
method of. taxing beer. The present tax on 
malt used in making beer will be replaced 
by a gallonage tax. The purpose of the 
change is to introduce a more modern method 
of taxation without affecting substantially 
the general level of taxation in the industry. 

All customs and commodity tax changes 
Will be effective tomorrow, April 7. My col- 
league the Minister of National Revenue (Mr. 
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McCann) has asked me to give notice that in 
accordance with standard practice no claims 
for refunds arising out of tax reductions in 
respect of goods on which tax has been paid 
will be entertained. 


CONCLUSION 


I can now summarize my revenue and 
expenditure estimates for the coming year. 
The reductions in taxation which I have 
announced will mean a loss of revenue of 
about $36 million, and that reduces my 
revenue figures from $4,500 million to $4,464 
million. Since I have estimated my expendi- 
tures at $4,460 million, I am budgeting for 
a surplus in the nominal amount of $4 mil- 
lion. If I may have unanimous consent, I 
shall insert here in Hansard the usual table 
showing the details. 


Table II 


Revenues After Tax Changes 
(in millions of dollars) 


1954-55 

Personal income) tar: auviccicc sl cele cee cctesiasee $1,235 
Non-resident Income) taX: J ovic<ccceconscasiee 55 
Corporation income’ tax <..ccccecwesee cic 1,200 
SUCCESSION! CUTIES Tok 6 ciciecs oreo stewie eisiesicrere elaine 40 
Customs Import Gutlesic.). .assclecices enews ee 415 
LES Lace reisveraistelatelsieiainisve sieters siciaistatslete ele sissies 607 
Other excise duties and taxes ..........05 507 
Miscellaneous taxes. ciccccieescicecsiesceivieris.s 15 
Total tax TEVENWES: .cccecccciscascece’s 4,074 
INOM=Sax TEVENUCS Voclcicc cicieiccicisicie viele sineetenisie 340 
Special receipts and credits ...c2....ceac 50 
*LOtal TEVENUES cc nent cinciee elowie slaeirele 4,464 

Old Age Security Taxes 
ie DELI CONE SALCS aba Kn aiclais cle alnlcioie/slelciuieiatele/erete ere 152 
2 per cent personal income tax .......0..00 97 
2 per cent corporation income tax ........ 56 
TOLL seccaccecy eucecvicacise cae cre eaGn 305 


I have reminded hon. members almost 
every year that in dealing with figures of 
these magnitudes slight changes in revenue 
can create big changes in the residual surplus. 
Each one per cent change in revenue means 
$45 million. A two or three per cent change 
means a difference of $100 to $125 million. 

As I explained earlier, my revenue figures 
are based on reasonably optimistic assump- 
tions. I have said frankly that their realiza- 
tion depends upon an early resumption of our 
normal rate of expansion, which in turn 
depends very heavily on the external 
influences affecting our economy. If these 
conditions do not materialize, there could be 
a moderate deficit of two or three per cent. 
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That, Mr. Speaker, concludes my presenta- principal business is mining or exploring for 


tion of the contents of my budget. We have 
completed a year which has broken all our 
past records of economic achievements in 
production, in investment, in housing and 
in standards of living. The past six months 
have seen some mixed trends; some sectors 
are expanding as rapidly as ever, some have 
levelled off and a few have actually declined; 
but I am confident that unless external factors 
work against us, we shall soon be moving into 
a new and healthy period of expansion. 

Internationally the political situation re- 
mains clouded and uneasy, but I believe the 
prospects for fundamental economic improve- 
ment are brighter than at any time since 
1947. I am hopeful that the year ahead of us 
will see new and important constructive 
moves in the direction of improved inter- 
national trade and payments arrangements, 
which will enlarge our established markets 
and open doors to new markets. These 
markets and ours will be competitive, and 
will constitute a challenge to management 
and labour, to farmers and merchants. The 
cutside world is under no obligation to main- 
tain the Canadian standard of living. That 
is something we have to do for ourselves. 
Our costs and our prices will have to be 
kept in line by continuous improvement in 
efficiency. I need hardly add that high 
standards of living and low costs of produc- 
tion cannot be permanently divorced, indeed, 
the whole economic history of the last 
hundred years shows that they go together. 
I am confident that we in Canada can achieve 
and retain both. 


RESOLUTIONS 
THE INCOME TAX ACT 


Resolved that it is € spedient to introduce 
a measure to amend the Income Tax Act and 
to provide, amongst other things: 

1. That the exemption of income from 
metalliferous or industrial mineral mines for 
the first three years of production be ex- 
tended to mines coming into production dur- 
ing the calendar year 1957. 


2. That the special deduction from income 
allowed to taxpayers whose principal busi- 
ness is production, refining or marketing of 
petroleum, petroleum products or natural 
gas or exploring or drilling for petroleum or 
natural gas, for expenses of exploring or 
‘drilling for oil or natural gas in Canada, be 
allowed for expenses incurred in the calendar 
year 1957, and that in addition a similar 
deduction be allowed to corporations whose 


minerals, for expenses of exploring or drij}. 
ing for oil or natural gas in Canada incurreq 
in the calendar year 1957. 


3. That the special deduction from income 
allowed to corporations whose principal busj-. 
ness is mining or exploring for minerals, for 
expenses incurred in searching for minerals 
in Canada be allowed for expenses incurreg 
in the calendar year 1957; and that in adaj. 
tion a similar deduction be allowed to tax. 
payers whose principal business is produe- 
tion, refining or marketing of petroleum, 
petroleum products or natural gas or explor- 
ing or drilling for petroleum or natural gas, 
for expenses of searching for minerals in 
Canada incurred in the calendar year 1957, 

4. That the special deduction from income 
and taxes allowed to taxpayers whose prin- 
cipal business is production, refining or mar- 
keting of petroleum or drilling for petroleum 
and to taxpayers whose principal business 
is mining or exploring for minerals, for ex- 
penses incurred in respect of deep-test oil 
wells be allowed for expenses incurred in 
respect of deep-test oil wells spudded in 
during 1955. 3 

5. That for the 1954 and subsequent taxa- 
tion years the deduction allowed to an em- 
ployer or employee in respect of amounts 
paid or contributed to or under an approved 
superannuation fund or plan shall be in- 
creased from $900 to $1,500. 

6. For the taxation of a resident mutual 
insurance corporation, other than a life in- 
surance corporation, as though the surplus 
arising from its insurance activities on and 
after January 1, 1954 were a profit from a 
business, and declaring that a non-resident 
mutual insurance corporation, other than a 
life insurance corporation, shall be deemed 
to be and always to have been subject to 
taxation on that basis. 


~ 


THE EXCISE TAX ACT 


Resolved that it is expedient to introduce a 
measure to amend the Excise Tax Act and to 
provide, among other things: 

1. That the excise tax on the following 
goods be repealed: 

(a) furs? 

(b) electrical appliances adapted to house-— 
hold or apartment use, namely: blankets; 
chafing dishes; coffee makers; curling irons 
or tongs; dish washers; food or drink mixers; 
food choppers and grinders; floor waxers and 
polishers; garbage disposal units; hair dryers}; 
irons and ironers; juice extractors; kettles; 


eee ee 
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portable humidifiers; razors and shavers; 
toasters of all kinds; vacuum cleaners and 
attachments therefor; waffle irons; 

(c) firearms and complete parts thereof 
and ammunition; 

(d) golf clubs and golf balls; 

(e) fishing rods and fishing reels; 

(f) cameras, camera lenses and unexposed 
photographic films and plates; projectors for 
pictures; 

(g) trunks; suitcases; bags and luggage of 
all kinds; purses; wallets; billfolds; key and 
card eases; handbags; jewel cases; dressing 
and toilet cases; shopping bags; golf and 
other sports bags; 

(h) coin, disc or token operated vending 
machines. 

2. That the excise tax on the following 
goods be reduced from fifteen per cent to 
ten per cent: 

(a) articles, materials or preparations of 
whatever composition or in whatever form, 
commonly or commercially known as toilet 
articles, preparations or cosmetics, which are 
intended for use or application for toilet pur- 
poses, or for use in connection with the care 
of the human body, including the hair, nails, 
eyes, teeth, or any other part or parts thereof, 
whether for cleansing, deodorizing, beautify- 
ing, preserving or restoring, and including 
shaving soaps and shaving creams, antiseptics, 
bleaches, depilatories, perfumes, scents and 
similar preparations; 

(db) motor cycles and all other two- or 
three-wheeled motor driven vehicles includ- 
ing motors for attachment to bicycles; 

(c) devices, commonly or commercially 
known as lighters; 

(d) coin, dise or token operated games or 
amusement devices of all kinds; 

(e) ash trays; tobacco pipes; cigar and 
cigarette holders; cigarette rolling devices 
and other smokers’ accessories; ; 

(f) fountain pens; ball-point pens; ink 
Pencils; propelling pencils; desk sets and all 
other desk accessories; 

(g) matches; 

(h) tires and tubes in whole or in part of 
rubber for self-propelled machines or auto- 
motive vehicles of all kinds; 

(i) clocks and watches; 

_ ) articles of all kinds made in whole or 
In part of ivory, jet, amber, coral, mother of 


Pearl, natural shells, tortoise shell, jade, 
Onyx, lapis lazuli, or other semi-precious 
Stones; 


(k) articles commonly or commercially 
known as jewellery, whether real or imita- 
tion, including diamonds and other precious 

88019—2 


or semi-precious stones for personal use or 
for adornment of the person; goldsmiths’ and 
silversmiths’ products; pewter ware; 

(l) articles of cut glassware, crystal glass- 
ware, cut or not, etched glassware, or metal 
decorated glassware; 

(m) articles of china, porcelain, earthen- 
ware, marble, stoneware, or other pottery 
ware; 

(n) carbonated beverages, aerated waters, 
unfermented fruit juice beverages and imita- 
tions thereof and all other compounded or 
mixed soft drinks and all mixtures or products 
advertised or sold for making soft drink 
beverages or imitations thereof, whether sold 
in liquid, concentrated or in dry form; 

(o) candy, chocolate, chewing gum and con- 
fectionery that may be classed as candy or 
a substitute for candy. 

3. That the excise tax on carbonic acid gas 
and similar preparations be reduced from 
twenty-five cents per pound to fifteen cents 
per pound. 


4. That the sales tax on the following 
goods be repealed: 

(a) oil and gas burners and stokers for 
use with furnaces for the neating of buildings; 

(b) coal crushers and stokers for use 
directly in the manufacture or production of 
goods; 

(c) equipment sold to or imported by munic- 
ipalities for their own use and not for 
resale, at a price in excess of one thousand 
dollars per unit, specially designed for use 
directly for road making, road cleaning or 
fire fighting, but not to include automobiles 
nor ordinary motor trucks; 

(d) wall panels for use in buildings and 
materials for use in the 1..anufacture of such 
panels; 

(e) drain tile not exceeding four inches in 
inside diameter and twelve inches in length; 

(f) sheet music and materials used in its 
manufacture; 

(g) hearing aids and parts therefor includ- 
ing batteries specifically designed for use 
with such hearing aids. 


5. That provision be made to require the 
payment of sales and excise taxes on all prod- 
ucts packaged and sold as lighter fluid. 


6. That provision be made to require the 
payment of sales and excise taxes on the 
packaging used to contain goods subject to 
these taxes and on any other articles packaged 
with them whether the goods are imported, 
or are manufactured or produced in Canada. 
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7. That provision be made to ensure that 
machines and tools for operation by tractors 
are not included as accessories therefor in the 
prevailing exemption from sales tax. 


8. That any enactment founded upon this 
Resolution be deemed to have come into force 
on the seventh day of April, nineteen hundred 
and fifty-four. 


THE EXCISE ACT 


Resolved that it is expedient to introduce 
a measure to amend the Excise Act and to 
provide, among other things:— 


1. That the excise duty on malt be repealed 
and an excise duty of thirty-eight cents a 
‘gallon be imposed upon all beer or malt 
liquor subject to an allowance for wastage. 


2. That any enactment founded upon this 
Resolution be deemed to have come into 
force on the seventh day of April, nineteen 
hundred and fifty-four. 


THE CUSTOMS TARIFF 


1, Resolved, that Schedule A to the Cus. 
toms Tariff be amended by deleting thera. 
from the following enumeration of goods ang 
rate of additional duty of customs: 

“Ale, beer, porter and stout, 40 cents per 
gallon”; and by substituting therefore the 
following enumeration of goods and rate of 
addition duty of customs: 

“Ale, beer, porter and stout, 38 cents per 
gallon.” 

2. Resolved, that Schedule A to the Cus. 
toms Tariff be further amended by Striking 
thereout tariff items 187, 189, 263b, 290, 343, 
345a, 352a, 353(a), (b), (©), (@, (e), ©, &, 
(h) and (i), 402, 409c(1), 409e(1), 409f, 409m(1), 
410f(1), 4100G), 418, 426, 431h, 437, 440i, 442, 
443b, 443d(1) and (2), 445r, 446k, 451, 453a, 
476a, 480a, 499a, 535e, 561, 569d, 618b(1) and 
(2), 660a, 696(1), 696a, 703(c), 704, 705a and 
848(2), the several enumerations of goods 
respectively, and the several rates of duties 
of customs, if any, set opposite each of the 
said iterns, and by inserting the following 
items, enumerations and rates of duty in 
said Schedule A: ¢ 
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BUDGET PAPERS 


presented by 
the Honourable D. C. Abbott, M.P., 
for the information of Parliament 


in connection with the Budget of 1954-55 


FOREWORD 


The purpose of these Papers is twofold: 


1. to present a general economic review of 1953, bringing together in one 
place and in convenient form some of the more comprehensive 
indicators of economic conditions prepared by the Dominion Bureau 
of Statistics and other Government Agencies, together with brief 
comments; 


2. to present a preliminary review of the Government accounts for the 
fiscal year ending March 31, 1954. 


££019—3 


: ae NaTTO VAL COST NTS 


re : NM ewicewa:, ewe sre Puneet : 


, eeirnatew Indiigic 4 gtice nalione’ prodam of abet GRD 
iy ee Serene Of P11 blilem ewer 102. bo dee en saute w 
Cetiviated Chat the lncreese ammouaie] bo Sepa @ per avat, 
vy the perrts aticc: of Loacaila ineresnueel by 2¢ pee vey Kid Ceo’ 


pe iatoar f wree ly 13 per mo! 


af gomevuing tees tans 4 yer cont In the voleme of production 


rT 


Lis ab fire. ginace, 6 riking 66 the galia o ») at i pee aond wii 

BB ghihs of Che thir sere 3309) 28 $1000 1944 ih wernt, de edt 

f an for *9R0 . ae 0 ralepaies an Suto ie he ervewth ef 
Soest. . © se Lage @ y rales fis (o> Damien potpmtgedl 
a bait S por cent in 195/ 4. a ihe ay vets There wert: 

: _ Polying Wereisns ’ in miniag had 
= geiioles tilting, AF¢,209 CI Wl 25S ON Ponte » Pls The eae 
: fr Son itr pad afi re Lert ty Pov in aptwat 29 ve Gao 
-Tieteaes! Guipal- Tor ite pear de & whela, Terk the voles of egriootWinks 
Wetiox. wen ath. Very Dil if aw eoliria 1 4 viet be Léepit ally hehe 


7 ‘the peeord ea syoneA Wwaoliat 

: We eaperndon jeer) wes & painless Bs ee dh wha: ye boa te tie 

“nip of. mero é sVrAG |; wre) Kd Hes oP Lqreaas wn bites “” we 

bE Hnetraied Ae ihe, \ vv ws tel’, 2 peel ey) iad vs Uy “i tm weety ecdvanie 

Betotiugh A eg Part oC tee. 7s pga Wp Ch eentebevig, MISE! Satan 
1 5 


at tha te mh ty Athy Od i aw? rae hed 
BPeerly aie 7a ‘ fag t fi Bi2k ‘I pa rT i eh MOA i cya thea 
rider tuitn'c* tan mera im He qa Lb te: whe by ‘ geval alte htiy 
} f , ; 
pheowchat of ee rir, wooed Lcoljearial to conalall 2 
Poste : Wt) G4 Ane ~ rine agin US aredeaal a 
{ al 7 ¢ ? eth an a) 5@”*,* ; » , herr saint ’ 
Padus o abet ; ) 4 ONS OF Ode 


x gee: esbacnles porgn 1 vend oie veqo'l, iephert elt!) 
“ qotl if Sia aysrvou? 7M, » fen pbesiheds lt 
teidsie a eyad epoddo coms ncd ade ol a 


apletrws oF iymjdus an eines | ora 


- : ‘ 


Pal 
ey PL wer, x... <n 
rst 


i f= ell Miele haa hlent 
iy 


34 


PAR EL 


ECONOMIC REVIEW OF 1953 


Pac 

1. National Accounts— 
National Incomeée:and Product: 2s «0.3 3.405 eee ees eoreeereee 35 
National Expenditure ..%.6¢.0.. 2.205, Yncen seen oe eee 36 
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Revenue and Expenditure of All Governments.................. 46 
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The tables in this Budget Paper are based upon estimates provided by the 
Dominion Bureau of Statistics and other Government Departments. Some of 
the figures appear for the first time; others have been published elsewhere. All 
1953 estimates are preliminary and subject to revision. 
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THE NATIONAL ACCOUNTS 


NATIONAL INCOME AND PrRopwuctT 


Preliminary estimates indicate a gross national product of about $24-3 
billion for 1958, an increase of $1-1 billion over 1952. In terms of volume or 
real product it is estimated that the increase amounted to almost 4 per cent. 
At the same time the population of Canada increased by 2-5 per cent and the 
civilian labour force by 1-3 per cent. 


The gain of something less than 4 per cent in the volume of production 
for 1953 is not, at first glance, as striking as the gains of about 6 per cent which 
were made in each of the three years 1950, 1951 and 1952. However, this some- 
what smaller gain for 1953 does not indicate any reduction in the growth of 
non-agricultural output. On the contrary, non-agricultural production increased 
by about 5 per cent in 1953 which is as high as the increase of 1952. There were 
substantial volume increases in manufacturing and construction, in mining and 
public utilities; and in wholesale and retail trade. In fact, with the exception 
of agriculture and forestry, all branches of production appear to have shown 
increased output for the year as a whole. But the volume of agricultural 
production, although still very high in absolute terms, was substantially below 
the record level of 1952. 


The expansion in output was greater in the first half of the year when the 
volume of manufacturing production was rising substantially. This is well 
illustrated by the index of industrial production which showed a steady advance 
throughout the early part of the year and comparative stability, with some 
tendency to decline, in the last half. The high level of production reached 
early in the year was fairly well maintained through the third quarter; but the 
down turn of the fourth quarter brought the index at year end to a level slightly 
below that of December 1952. 


GROSS NATIONAL EXPENDITURE 
IN CURRENT AND CONSTANT (1935-39) DOLLARS 
LIONS OF DOLLARS 1926 — 1953 BILLIONS OF DOLLARS 


LATION OF CANADA 
iN MILLIONS 


1926 1930 1934 1938 1942 1946 1950 
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For the second successive year labour income increased by an amount 
greater than the total increase in national income. Salaries and wages, inclusive 
of military pay and allowances, rose by $900 million or 8 per cent compared 
with an increase of 12 per cent in 1952. Most of the increase was the result of 
higher rates of pay but there was an increase of about 2 per cent in the number 
of paid workers. Labour income constituted 63 per cent of national income in 
1953, the highest proportion of the post-war period. 


Net farm income is estimated to have declined by almost 14 per cent from 
the level of 1952. More than half of this decline was the result of a reduction 
in the volume of agricultural production although lower prices also prevailed 
for many agricultural products. There was a continuance of the trend toward 
a lower agricultural labour force which has been noticeable for some time. 
This was particularly true in regard to unpaid family workers. 


Net income of unincorporated business other than farming is estimated to 
have increased by $128 million or about 8 per cent. 


Investment income is estimated to have increased by $52 million or somewhat 
more than 1 per cent. Tentative estimates of corporation profits, the largest com- 
ponent of investment income, indicate a decline of about 3 per cent; but this 
decrease was more than offset by increases in other categories of investment 
income such as rents and interest, and by some reduction in dividends paid 
abroad. This was the second successive year in which corporation profits 
declined despite large net additions to plant and equipment. However, they 
were still slightly above the level of 1950. 


NATIONAL EXPENDITURE 


During 1953 the volume of Canadian production increased by about 4 per 
cent. In addition, Canadians drew more heavily on foreign production than in 
the previous year. Thus, imports of goods and services exceeded exports of 
goods and services by about $466 million in 1953 compared with an excess of 
exports over imports of some $166 million in 1952. Taking these two factors 


TABLE 1 


NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


— e = Prelim. 
1950 | 1951 | 1952 | 1933 


(Millions of Dollars) 


i. Wages, salaries and supplementary labour income. 8,311 9,717 10,792 11,653 

2. Military pay and ‘allowances. ,......ccse+ccsescees 137 201 270 309 

Se UVesuoont mGONiGs naa. ss ta nete eee a painter 3,155 3,649 3,687 3,739 

4. Net income of unincorporated business— 

(a) farm operators from farm production!...... 1,503 2,106 1,934 1, 667 

(b) non-farm unincorporated business........... 1,444 1,507 1,502 1,680 

5. National Income (1+2+434+4).............-.000- 14,550 17,189 18,235 19,048 

6. Indirect taxes less subsidies................e0000- 2,018 2,478 2,744 2,908 

7. Depreciation allowances and similar business costs 1,636 1,921 2,126 2,358 

So Mestdualorrorior estimate. .gw..6. ss ceo hceeeee —1 —66 +107 +31 
9. Gross National Product at Market Prices 

(GaGa d= Si. . ccecceewterence vein Seen 18,203 21,513 23,212 24,345 

10. Index of G.N.P. in Constant Dollars.............. 100 106 113 117 


1 Includes undistributed Wheat Board trading profits, and inventory valuation adjustment on a 
calendar year basis for grain held by Wheat Board. 
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into account, the net increase in goods and services drawn from abroad as 
well as the increase in Canadian production, Canadians used about 6 per cent 
more goods and services in 1953 than in 1952. About half of this 6 per cent 
increase in the volume of goods and services used by Canadians was absorbed 
by increases in personal expenditure on consumer goods and services. Invest- 
ment in residential construction and in inventories each accounted for about 
one-fifth of the increase. The remainder was absorbed by the less striking 
increases in government expenditure and in non-residential construction. 


Consumer expenditure rose from $14,424 million to $15,147 million, an 
increase of $723 million or 5 per cent compared with an increase of $1,126 
million or 8 per cent in 1952. The percentage increase in consumer expenditure 
was no greater than the growth in government expenditure on goods and services 
and very much less than the expansion of one-third in the volume of residential 
construction. Nevertheless, in absolute terms, the increase in personal expend- 
iture on consumer goods and services contributed about 50 per cent of the 
nation’s increase in demand and was the largest single element of expansion in 
the Canadian economy during 1953. This was in contrast to 1952, when an 
equally powerful forward thrust was supplied by increases in government 

. expenditure; and came about not because of any acceleration in the growth of 
consumer spending, but because of a levelling off in government outlays for 
defence. This expansion in consumer spending and the large increase in expend- 
iture on housing, its counterpart in the investment category, are closely related 
to the substantial relative and absolute increase in labour income which was 
noted above. 


Of the $185 million increase in government expenditure on goods and 
services in the calendar year 1953, about half was the result of increased defence 
spending. The increase in defence expenditure was thus about one-sixth as 
large as the expansion which occurred in 1952. The decline in the relative 
importance of the increase in government expenditure as a stimulating force 
in the economy can be seen by comparing it with changes in consumer expenditure. 
In 1952, for example, the increase in government spending on goods and services 
was almost equal to the increase in consumer expenditure but in 1953 it was 
only 26 per cent of the latter. 


TABLE 2 
GROSS NATIONAL EXPENDITURE 


= 1950 | 1951 | 1952 | a a 
(Millions of Dollars) 
1. Personal expenditure on consumer goods and services 12,029 13,298 14, 424 15, 147 
4 pe halepetoe expenditure on goods and services.... 2,326 3,243 4,223 4,408 
. Gross domestic investment— : 

(a) plant, equipment and housing..........-. ee 3,216 3,810 4,265 4,701 
(6) change in inventorieS...........esesesees 960 1,620 241 ; ee 
4. Exports of goods and services!.........seseegeeeees 4,183 5,059 are" oe 
5. Imports of goods and serviceS!.........ecseeeeeees —4,513 —5,613 mt —5, 2 

6. Residual error of estimate........-cessseeeceeeers +2 +66 All, — 
7. Gross National Expenditure at Market Prices) ~ 
(1t24+344+546) one sik ann Ueiss alas orate pete 18,203 21,513 23,212 24,345 
8. Index of G.N.E. in Constant Dollars..........-.-+- 100 106 113 117 


. . j s shown in Table 
1 Minor adjustments have been made to the figures of current receipts and payments s Ta! 
ll and in “The Canadian Balance of International Payments, 1926 to 1951’’, Dominion Bureau of Statistics, 


to achieve consistency with the other component series. 


moe Wake 


pote eee, yo Avig fant ahall tical . 

(2A few te re anv pans th> er’ ‘tani tic ite ele 

aes v we puvibens As Qyees -e Dkadidv spe 
om, me 'o® 99 ho wrmriegth: wiry gms ™ 


'y 

a a) 
agua aiie a 
+ J 7 Torry 


pe QA * 
-— 
‘ tye i 2 es,” 


Pavia penal nO a" 
‘ib fut eigh plete, BD wlgen iii 
i rh vil dag ligpayhy ib ou 
tap aicvoere ts Pe ee 17 

¥ i yeh Ball pee ome, 41 “hae evar 


ay ma va 0 ae Uvicpee Hb -CHEA 
Aer Shines 3H Oe a 


aa Eeeteann aa iad i, pe J elimi 


bas shony in sultinowe Tee? RAL gers) cui BSre ett 0 
gonadal bee ie w Comms a! Y Wa Teese id witty vitigetas 01) al epolviee 
an Sipingte UEMPa cmd Veet tt Gain NS: ae ann See 
aut alas sl rwidet AP ct re eed ae pvt tliat opus oan 4 y 
qr) gpiteny a ¢ «f mal Git eco <¢ he, a a ll dy seee VE} t af 
a O10: 0 tay oq hi caeyid \«) (= a Tie Hyho:,. he Teas R004) A 
pa ee No aig Hm ge aga Me Pe tod ent el te: bY RAgT HE 
pe MRA) ae Pra || jhgy evs geaidtmn iff oe , ot Oo Grp tenenia oav 
diet ait be ga eg O2 uses 


Bagi a om mit 
rer) ei «! 


at 


.- 
; ie Ome oc 
¥ dads ‘ 
Q 6. 100 Gee ‘oyun eO+ae STITT a are 
S010) WORSE Daeg) i Ssh 1. ‘Dealt 
¥ Jae _ oe sare 
a Per tea yd ST OER ee Ss AONE an eaeeeomes 
= , = > POLS btw! 
nee < ae oe ar — weear t oa Ta 5 a , a 
: i ts ° e a n - « b« : 
- ae . 7 o: 2 - 
oily is 
‘2 


a ‘ 
4. eatibo> ban pe as ae poe : ar ve 
Met se Nee }, arr ee eh a ba-age Hae ae 
1 me oh hall ao ee 
r eee te) ee 
ct . : , 7 : Pe a. ee ii feade * ( 
wa 4 : 3 ‘ = 


j vy . ; 
yd ; r] Prayers a” a bert 


bd 

Ay ° 

a 

a6 

= 

er 
oe - 
‘gts < 


e ' datiah! doth on tb AAI peey are 
at | Ce A hue : = 63)" } fase 
01) 1). ag DD wt Tagt et 


$n 6 AOS SG pea cm ee 
Cpe er > ae 


Teel a 
{4 fs ay ors 


he 
to have | reareenesd fi) 


. eS cid wes ty ot 


liam 24 ‘ { } 
Lleyn Lo 
ri) G3 
wT ud 


ay ening ent Sarria os 
: =a 


Uditilende patil MOD rer smears 


ayer tha ty: MA oF nay Hitt ‘ a vio? » ir ‘ 


i aaa 
ay 
' ? 
“a” 
; 
} 
t¢ 


oa ‘. 
Aye My ' “' 
ee Gots ete 
oi" ' rr) i p ’ 1g 
rae A | V a eine 
. mae le b's, let he, ; 
if a Wat 7 io oral 
. 4 {g . i? ri 19) Sx peri 
7 is we vas 
vin Sn ne deaf oo 
saagig lOc te # | 
! 9 fri’ 7 i 
wy 
: ~ + Th ; i a 
Vo: > wl (wPHn 
ri y a 
nuthin ts” mato gepidpeat 
| s) ge 
e ‘te | 
a4 % 
a 4 ' ‘= 7 
RI ’ tT 
try 4 rl ‘ id 7? 
Aw - Py wa4® ¢ m | 
wef ms . yest lin er 
ptsidae 9 * Pt bony te 


; , | repae ig by 


agitt b . ie 


wks Sancochethsminan teat 


we Sn ay siylicvermicns 


4 ‘ ; Tori © Kote 
silt » eben be au 

: Wrst] 

‘idaje ¢levifahet 


throat reygie bes 
raty=e ee a 
p°aey bee 
b= 46 
ola’) 


- 38 


Investment in plant, equipment and housing increased by $436 Taillion, 
about 10 per cent in terms of value and almost 8 per cent in terms of volume, 
Almost two-thirds of this increase was in residential construction. 


Additions to inventories of farm grain and livestock and grain in com- 
mercial channels declined by $120 million in 1953. Business inventory accumu- 
lation, on the other hand, showed a large increase since the volume of business 
inventories rose by about 5 per cent in 1953 while there had been virtually no 
change for 1952 asa whole. This increase was confined to the first three quarters 
of 1953, being about 7 per cent for that period. The change from large inventory 
accumulation in the first three quarters to an inventory decline in the last quarter 
was much more pronounced than can be accounted for by the normal seasonal 
movement. Jn the first three quarters of the year the accumulation of business 
inventories absorbed almost as much of the increase in the nation’s product as 
did the increase in consumer expenditure, and for the year as a whole it was 
as large as the increase in capital investment. 


PERSONAL INCOME AND ITS DISPOSITION 


Personal income differs from national income in a number of ways. While 
national income is the total of the annual earnings of Canadian residents from 
the production of goods and services, personal income is the sum of the current 
receipts of income regardless of whether these receipts are earnings from pro- 
duction. For example, personal income includes only that part of corporation 
profits which is actually received by Canadian persons as dividends. On the 
other hand, transfer payments such as family allowances, old age pensions, 
veterans’ benefits and charitable contributions of corporations, are part of per- 
sonal income although they are not payments for services and, therefore, do not 
form part of national income. 


During 1953 personal income rose by $951 million or 6 per cent despite 
a substantial decline in receipts of farm income. As in 1952, this gain in money 
income represented a significant gain in real income since consumer prices were 
relatively stable. 


TABLE 3 
SOURCES OF PERSONAL INCOME 


x Prelim. 
ee 1950 1951 1952 1953 


(Millions of Dollars) 


for) ore wre 


1. Wages, salaries and supplementary labour income... 8,311 9,717 10,792 11,653 
Deduct: Employer and employee contributions to 
social insurance and government pension funds. — 256 —329 —357 —356 
- Military pay and allowances................e.ceee¢ 137 201 270 309 
. Net income received by farm operators from farm 
HLOAUCHIONT S. ucrseaunn scan coe ced tales oem eee 1,402 2,142 1,909 |. 1,642 
. Net income of non-farm unincorporated business.... 1,444 1,507 1,552 1,680 
. Interest, dividends and net rental income of per- 
SOUE*S A ee eer anon ak rial hans wi ahew be ene as 1,295 1,416 1,530 1,654 
. Transfer payments to persons (excluding interest) — 
(a) frormmeovorniment. .j,,.< 1.20. s5-40.66 eae 1,033 1,02 PE YW 1,469 
(b) charitable contributions made by cor- 
HoratiGgness..<. wan wees oe ee 25 27 30 30 
(c) net bad debt losses of corporations........ 23 25 25 28 
7. Personal Encome (1+2+3+4+5+6)............... 13,414 15,739 17,128 18,079 


1 Excludes undistributed profits of the Wheat Board and an inventory valuation adjustment on a 
calendar year basis for grain held by the Wheat Board. 
? Includes all government debt interest paid to persons. 
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Labour income is the largest component of personal income and com- 
prises almost 66 per cent of the total. Thus, the increase in personal income 
was due in large measure to the 8 per cent increase in salaries and wages although 
some other components increased at a comparable rate. Government transfer 
payments increased by $92 million or 7 per cent, most of the increase being 
the result of normal growth in family allowances and old age pensions and some 
increase in unemployment insurance benefits. 


_ Net income of farmers declined by 14 per cent in 1953 but the reduction 
in 7arm cash income is estimated at only 4 per cent. This result arose because 


i 
nventory at year-end. There was some decline in prices of agricultural produce 
but the decline in volume of agricultural production was a slightly more im- 
portant factor in the reduction of income. As noted elsewhere, the decline in 
farm income should be considered in relation to the estimated 4 per cent 
reduction in the agricultural labour force. 


Net income of unincorporated businesses other than farming is estimated 
to have increased by 8 per cent. Income from interest and rents increased but 
dividends paid out by corporations are estimated to have declined moderately 
in line with the reduction in corporate profits. 


The pattern of the disposition of personal income was not significantly 
diferent than that of 1952. Despite the mid-year reduction in the rate of personal 
income tax, the increase in personal incomes was sufficient to bring about an 
increase of 9 per cent in the revenue from this tax. 


While disposable income, or personal income after taxes, increased by 
S42 million, personal expenditure on consumer goods and services rose by $723 
-lfon so that there was an increase of $119 million in personal saving. ‘In fact, 
exclusive of changes in farm inventories, which are to a considerable extent 
involuntary, personal savings rose by $292 million or about 26 per cent. Some 
substantial part of this increase in saving can be traced to the 35 per cent increase 
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TABLE 4 


DISPOSITION OF PERSONAL INCOME 


ed 


= = Prelim. 
—— 1950 | 1951 | 1952 1933 
Se ee ee ee 
(Millions of Dollars) 
1. Personal direct taxes— > 
(a) Income taxes-neeeree set aos scenenes cece sc. 612 890 paler 1,287 
(b) aiccession duties: ....c.cce.scececeecccccs 66 69 va 73 
(c) miscellaneous taxes..........00.seecerses 62 71 74 72 
Total direct: taxeS...cacecce cece viele 740 1,030 15323 1,432 
2. Personal expenditure on consumer goods and 
services— 
Goods— 
(a) non-durables... ses esac dane cee ceoeicss es 7,241 8,001 8,517 8,786 
GUTAD ION scien scm vie ceetsis a sie sles serie e niaararee 1,343 1,398 1,559 1,759 
SOrVICES ae jeceon ene aiesCaisemerc cece cet 3,445 3,899 4,348 4,622 
Total consumer expenditure.......... 12,029 13, 298 14,424 15,147 
3. Personal saving— , ; 
(a) personal saving excluding farm inventories 514 1,057 1,144 1,436 
(>) change in farm inventories..........+...6. 131 354 237 64 
Totalinersonalisaving aya. oe ccc cletee 645 1,411 1,381 1,500 
4, Personal Income (1+2+3).............cceeeeeeees 13,414 15,739 17,128 18,079 


in residential construction since down-payments for housing constitute part of 
the nation’s savings. A further factor in the increase in personal saving is the 
large element of contractual saving which increases year by year with the 
steady growth in pension plans, insurance, and the monthly amortization of 
mortgages on housing. Personal saving constituted 9-0 per cent of disposable 
income in 1953 compared with 8-7 per cent in 1952, 9-6 per cent in 1951 and 
5-1 per cent in 1950. 


The largest increase in consumer spending was on durable goods, sales of 
which increased by almost 13 per cent. This increase was heavier in the early 
part of the year and was accompanied by a substantial increase in consumer 
credit, particulaily in the second quarter of the year. Expenditure on non-durable 
goods rose by something less than 3 per cent while expenditure on services rose 
by 6 per cent, reflecting the higher prices of services rather than a heavy expan- 
sion in volume. The increase in spending on services is comparable to the increase 
in personal income itself. The expansion in current consumption did not quite 
keep pace with the rise in income although it reflected that influence. However, 
personal expenditure on consumer goods and services cannot be considered 
without taking account of personal expenditure for housing which is classified 
as investment in the national accounts. A significant portion of the increase 
in savings for 1953 was used to finance increased personal investment in housing. 


Examination of the quarterly trends in consumer expenditure indicates 
that increases were confined for the most part to the first half of the year and 
that there was some levelling off in the third and fourth quarters. Thus, the 
fourth quarter of 1953 was less than 3 per cent above the fourth quarter of 1952 
although the first and second quarter comparison indicates a gain of 6-5 per cent. 
After allowing for price changes, the volume of consumer expenditure rose by 
almost 5 per cent, or in per capita terms by about 3 per cent. This was the 
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second successive year in which substantial gains were made in the volume of 
consumption without causing a decline in savings, a result made possible by the 
large increase in real income. 


SOURCE AND DISPOSITION OF SAVING 


Saving is the source from which investment expenditure is financed. In 
addition to personal saving, which was mentioned in the preceding section, there 
is government saving and business saving. 


It is estimated that during 1953 the nation as a whole saved $225 million 
more than in 1952, an increase of about 5 per cent. Both personal and business 
saving inereased but the surplus for all levels of government combined dropped 
to $136 million, so that government saving was no longer a substantial factor 
in the total. The amount saved by persons and businesses became relatively 
more important and constituted about 97 per cent of the nation’s total saving 
compared with 92 per cent in 1952 and 80 per cent in 1951. 


TABLE 5 
SOURCES OF SAVING 


—s 1950 1951 | 1952 eae 
: (Millions of Dollars) 
PET SONAIBA VAN ee ee y ciara hore csalete eed retina sis ai ovo" Sislevers 645 1,411 1,381 1,500 
Gross business saving—total................ pis habue 2,556 2,678 2,804 8,128 
(a) Undistributed corporation profits........ 844 721 673 763 
(6) Depreciation allowances............e.e+- 1,636 1,921 2,126 2,358 
(c) Net bad debt losses of corporations...... —23 —25 —25 —28 
(d) Undistributed Wheat Board trading pro- 
fits and inventory valuation adjustment on ud 
grain held by Wheat Board.............. 101 —36 25 25 
(e) Inventory valuation adjustment!......... —2 —3 5 5 
Adjusted government surplus (+) or deficit (—)?..... 648 1,049 273 136 
HesialAl CLrOrOlL CStliMAte®. zic.coc ee vacse ce rece cesis -1 —66 +107 +31 
pDoibal Maes giccties sien cee tec oslo cic tanesain's 3,848 4,972 4,565 4,790 


1 The adjustment has been made only to grain held in commercial channels. 
2 See Table 10. 
2 See Tables 1 and 2. 


Personal saving, or the amount set aside from current personal income, is 
estimated at $1,500 million for 1953—9 per cent of personal disposable income. 
It constituted 31 per cent of total saving from all sources compared with 30 
per cent in 1952. Excluding the change in farm inventories, the increase in 
personal saving was even more noteworthy, being about 26 per cent greater than 
in 1952. As noted above, this is closely related to increased expenditure on 
residential housing and to the continuing growth in contractual saving. 


About two thirds of the reduction in government saving was the result of a 
further decline in the federal surplus, as adjusted for National Accounts purposes. 


Business saving is comprised for the most part of amounts set aside for 
depreciation and of undistributed profits. There was an estimated increase of 
about 11 per cent in depreciation allowances. Undistributed profits depend not 
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TABLE 6 
DISPOSITION OF SAVING 


| | 
= y | 1950 | 1951 | 1952 Prelim, 
| 


(Millions of Dollars) 


| 
Gross domestic investment— | 


Housing, plant and equipment... ..sins<<sceee soc 3,216 | 3,810 4,265 4,701 
Change mm miventoriesee ses ace crys eels sarees cteta or | 960 1,620 241 585 

Net increase in foreign assets (including foreign; ‘ 
EXGHANLE) ACIUSUSU Haetsmetarceeieeeter ret te ata ereier= —330 —524 166 — 466 
Residualierror obestim atet.. ac sx cciecssise ie «lerelesirlalaterara +2 +66 —107 —30 
5 A ene Nia RM Rey Me Rr ee ee | 3,848 | 4,972 4,565 4,790 


1 Minor adjustments have been made to the figures appearing in Table 11. 
2 See Tables 1 and 2. 


only upon the level of profits but upon taxes and dividend payments as well. 
The preliminary estimate of corporation profits before taxes indicates a reduction 
of a little more than 3 per cent for 1953 and this carries the decline in corporate 
profits, which began in 1952, to about 9 per cent. This decrease in profits has 
accompanied more normal conditions of supply and demand with a comparatively 
stable price level. During 1953 there was, however, a substantial drop in cor- 
poration taxes because of the reduction in tax rates, so that there has been some 
increase in the amount of corporation profits after taxes. In addition, it is 
estimated that dividends paid out were somewhat lower than in 1952, so that 
some increase in undistributed profits is indicated. 


It is estimated that our total payments abroad on current account exceeded 
our total receipts from abroad by about $466 million and there was, therefore, 
an increase of like amount in our net foreign liabilities. This was in sharp con- 
trast to 1952 when current receipts from abroad exceeded current payments by 
$166 million. The movement from a surplus to a deficit in current foreign 
transactions was much more the result of increased imports than of de- 
creased exports. Imports in 1953 were 9 per cent greater than in 1952 while 


TABLE 7 
CORPORATION PROFITS, TAXES AND DIVIDENDS" 


2 = Prelim. 
| 1950 | 1951 | _ 1952 | 1953 


(Millions of Dollars) 


Corporation profits before taxes!.............eceeeeee 2,506 2,810 2,640 2,550 
Deduct corporation taxes?..........+.0cecceccees —981 —1,429 —1,333 —1,174 
Corporation profits after taxes. ........cc.eceececcees 1,525 1,381 1,307 1,376 
Deduct dividends paid out?............0.sececece —681 —660 —634 —613 
Undistributed corporation profits’..............-2e- 844 721 673 763 


— 


1 Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 
Taxes paid or payable in respect of the calendar year’s income. (See Table 10). 


* Includes charitable contributions made by corporations. (See Table 3 Item 6 (b)). 
* See Table 5. 
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exports were about 3 per cent less. Thus although the level of domestic saving 
was very high, the nation’s expanding requirements were financed to a limited 
extent by capital inflows from abroad, particularly from the United States. 
These transactions are treated more fully in the section on the balance of 
international payments. 


INVESTMENT AND. CAPITAL EXPENDITURE 


It is estimated that investment in plant, equipment and housing amounted 
to $4,701 million in 1953 and constituted 19 per cent of gross national expendi- 
ture compared with 18 per cent in 1952. The increase for the year was $436 
raillion, 10 per cent in terms of value and 8 per cent in terms of volume. There 
was a large increase in residential housing which rose by $276 million or 35 per 


TABLE 8 
GROSS DOMESTIC INVESTMENT 


— 1950 | 1951 | 1952 | oe 
= (Millions of Dollars) 

Housing, plant and equipment—total!............... 3,216 | 3,810 4,265 4,701 
New residential construction...........cc.eeeeees 801 | 781 786 1,062 
Meher Mew iCGNsStLuchiONn =. ac « <cc cree cee ceive sinee 1,026 1,260 1,561 1,719 
New machinery and equipment..............-6. 1,389 1,769 1,918 1,920 

Change in inventories—total........c0ce0sscescorseses 960 1,620 585 
Grain in commercial channels?............e-eeee- 60 o 145 
PArinyeTAIm ANG div EStOCK= > a sea mioeals oie seine as = 131 354 64 
EXIGE HEM IO Ven CONICS®. <0. ' v6 ate eremins a 42/2 o/sle oleae 769 1,266 376 
Gross Domestic Investment!................... 4,176 | 5,430 5,286 


1 Includes private businesses and institutions, and publicly owned public utilities. 


* Value of physical change. F { ‘ i 
* Change in value. Includes privately financed industrial and trade inventories. 


‘See Table 2, Item 3 and footnote to Table 9, p. 15. 


cent in value and 33 per cent in volume. The 1953 volume of housing expen- 
diture was about 11 per cent above the previous record level reached in 1950. 
Non-residential construction, which had shown the largest gain in 1952, rose 
more moderately in 1953 with an increase of 10 per cent in value and 6 per cent 
in volume. The estimates indicate that the value end volume of new investment 
in machinery and equipment were in aggregate practically unchanged from 1952. 
Declines fn investment in farm machinery were offset by gains in trade, finance 
and commercial services. It should be noted also that while new investment in 
machinery and equipment did not expand further in 1953, it was already at 
high levels. Increases in investment in machinery and equipment were large in 
1951 because of the expansion associated with defence preparations. In addi- 
tion, there was a further although more moderate increase in 1952. 


In absolute terms the most significant change in investment was the volume 
increase in business inventories. Whereas business inventories had remained 
practically constant during 1952, their volume increased in 1953 by about 5 
per cent. The effect upon the economy was therefore significantly different than 
in 1952 when no further charge was made on the nation’s productive capacity by 
demands for increasing inventory. The increase in inventories during 1953 was 
confined to the first three quarters; and the change from large inventory accumu- 
lation in the first three quarters to an inventory decline in the last quarter was 
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greatly in excess of the normal seasonal variation. It should be noted that 
the build-up of inventories in the first three quarters of the year contributed to 
economic activity in that period, while the withdrawal of this stimulus in the 
last quarter coincided with the normal seasonal slow-down and added to its 
effect. The increase in investment in business inventories for 1953 was somewhat 
larger than the increase in the volume of residential housing and together they 
absorbed about 65 per cent of the nation’s increase in product. 


PUBLIC AND PRIVATE CAPITAL EXPENDITURE 
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Table 9 gives an industrial distribution of business capital expenditures 
and brings them together with public capital outlays included under government 
expenditure in Table 2. The total of public and private capital expenditures 
increased by $394 million or 7 per cent in 1953. In real terms the increase is 
estimated at about 5 percent. . This is considerably less than the rate of advance 
in 1952 when the effects of the increased defence preparedness programme were 
still in evidence. Moreover, there was a distinct difference between 1952 and 
1953 in the categories in which the major increases occurred. While these had 
for the most part been confined in 1951 and 1952 to increased investment in 
heavy manufacturing associated with defence, and to the development of 
strategic resources, the removal of restrictions in 1953 made possible private 
investment in lines more directly associated with civilian needs. This is indicated 


by the increased expenditure on housing, commercial buildings, and on retail 
outlets. 


During 1953 the most spectacular increase in capital investment was in the 
trade, finance and commercial services group, particularly in retail trade. Ex- 
pansion in these services and facilities generaHy had not kept pace with the 
rather rapid growth of the Canadian economy, preponderantly urban in character. 
The increase in retail store facilities was the most striking. Chain stores, in- 
dependent stores and department stores spent $189 million on new facilities in 
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1953, an increase of $70 million or about 60 per cent. There was some decline 
in capital investment of government departments and this was largely in the 
federal field and associated with the decline in the rate of creation of new facilities 
connected with the defence programme. Investment in institutions increased 
by $23 million, or 8 per cent, the largest increase being in hospitals. In the 
utilities group there was a fairly heavy increase of 12 per cent in the capital 
outlays of steam railways and the bulk of this increase was in machinery and 
equipment. Elsewhere in the utilities group there were some declines. 


In the manufacturing group, fairly substantial increases and decreases were 
in evidence, but the latter predominated. There was a decline of $23 million in 
iron and steel products, $30 million in paper products and $14 million in chemicals. 
Food and beverage industries increased their investment by $6 million, trans- 
portation equipment by $31 million and non-ferrous metals industries by $8 
million. 


TABLE 9 


PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


» = - Prelim, 
aa 1950 | 1951 1952 1953 
(Millions of Dollars) 
PROTIOUUGUTO ATIC IS MING 5. siolclslorars 6 ssieter elias eral ns, ee evi siere 473 515 555 537 
HOLES LEVINE Ree soe inie a oraien: « eistare clertre aielsie a Sferge wires 34 58 39 35 
Mining, quarrying and oil wells........0secessccseces 119 181 211 280 
DUA MMIC LULID De eevee chick «davis ole Se eae Soe wow ees 502 793 973 940 
Electric power, gas and water works...........+.+++: 369 440 578 553 
Transportation, storage and communications......... 351 460 581 615 
Ons tENCMONAUGUSULY os -ierss a2 + Seelslo is vivls hiatevaicwie siele-eo aa 66 73 63 
Trade, finance and commercial services..........-.+- 397 412 344 480 
RUSEUBINGIONS tcc ote. oreie se aiacts oie Sicinie e's ale siciviee. cle st oe" 208 236 278 301 
ELOVIOING Men eRe oo eiccs Anise sis dis ce ear S's vee Oe Sele * 845 821 826 1,086 
Government departments......... a nde eee 446 595 827 789 
Total Capital Expenditure!.................... 3,815 4,577 5,285 5,679 
Total Capital Expenditure as a percentage of 
Gross National Expenditure.............c06- 21-0 21-3 22-8 23-3 
Index of total Capital Expenditure in Constant 
GUAT Sei ctite iad Sale nie Sieve cieiole amicisleleiercideseeeo 100 107 119 126 


1 For reconciliation with Gross Domestic Investment in Table 8, see below 


1950 81951 1952 = 1953 


Pusiic AND Private Caprran ExpENDITURE—Table 9........-..- 3,815 4,577 5,285 5,679 
Depuct: : 
Provincial hospitals and schools, and municipal schools....... -—107 -—130 -—150 -163 
Government housing excl. C.M.H.C. rental housing..........-. —44 —40 —40 —24 
Direct government department outlayS.......-+---eeeeeeerees —446 -—595 -—827 —789 
OE ye eeag a Rey re Ore TAC Su ORE SR AEE seat pacae tamne —2 —2 -—3 —2 
App: ’ 
Change in InventorieS. .........ccceececccccscccvccccenceccns 960 1,620 241 585 


Torat Gross Domestic Inves1sENT—Table 8.....-.-----++- 4,176 5,430 4,506 5,286 
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REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


In Table 10 “Government Transactions Related to the National Accounts” 
an attempt is made to bring together in one statement and under uniform head- 
ings, the activities of all governments in Canada on a calendar year basis. 


The table is designed to include only those transactions which have relevance 
for the National Accounts, and consequently the surpluses or deficits shown here 
differ from those shown in the various public accounts. It has been necessary 
to adjust the governments’ accounting statements of fiscal year revenue and 


expenditure to exclude certain transactions such as those relating to reserves, - 


write-offs, amortization, and other similar items, as well as the purchase and 
sale of existing capital assets; and to include the transactions of extra-budgetary 
funds such as unemployment insurance, old age security, workmen’s compen- 
sation and government pension funds. Government loans and investments, and 
debt retirement are not included in government expenditure. 


In the federal accounts, some of the more substantial adjustments are as 
follows: elimination of reserve for possible losses on active assets, elimination 
of reserve for veterans’ conditional benefits, elimination of expenditures charged 
with respect to shipment from stocks of military equipment to NATO countries, 
addition of expenditures out of Defence Equipment Replacement Account, 
elimination of write-down of active assets to non-active account, adjustment 
of corporation taxes to an accrual basis, inclusion of the change in inventories 
of government commodity agencies and the Defence Production Revolving 
Fund and adjustment of interest on the public debt from an accrual to a due 
date basis. In addition, the federal figures are adjusted to a calendar year basis 
by using the monthly figures published by the Comptroller of the Treasury. 


Municipalities are for the most part on a calendar year basis but the pro- 
vincial figures are based on the provincial fiscal years. The 1953 figures for 


provincial and municipal governments involve a considerable element of 
estimation. 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES 
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 
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Exclusive of the change in inventories held by its agencies or departments, 
the federal government’s expenditure on goods and services increased by $152 
million or 6 per cent in 1953 compared with an increase of $687 million in 1952. 
This marked slowing down in the rate of expansion of federal government 
expenditure on goods and services in 1953 was the result of the levelling off 
in defence spending. For example, while defence expenditure rose by $643 
million or more than 55 per cent in 1952, the increase in 1953 amounted to $109 
million or a little more than 6 per cent. Nevertheless, federal defence expenditure 
remained a significant element in the national total, comprising about 8 per cent 
of gross national expenditure and about 75 per cent of the federal government’s 
expenditure on goods and services. Federal government non-defence expenditure 
rose by about 7 per cent. 


The increase in provincial and municipal expenditure on goods and services 
is estimated at $129 million or 7 per cent compared with an increase of 13 per cent 
in 1952. This does not indicate any significant change in the rate of expansion 
of these services since price rises were a much more important factor in the 1952 
increase. 


The expansion in federal transfer payments was also much smaller in 1953 
than it had been in 1952 so that in this area, as well as in the category of direct 
expenditure on goods and services, the Canadian economy received much less in 
the way of a forward thrust. Federal transfer payments increased by $87 million 
or 6 per cent and this expansion represented in the main the more or less normal 
growth in family allowances, and old age pensions, together with some increase 
in unemployment insurance benefits. 


Although federal expenditures expanded more moderately in 1953 than in 
1952, there was an even smaller upward movement in revenues. There was a 
rise of about 9 per cent in federal personal income tax collections despite the 
mid-year reduction in rates which averaged about 11 per cent. The main factor 
in this increase was the steady rise in salaries and wages. The yield of the cor- 
poration tax declined since the effect of the 1953 tax rate reduction was com- 
pounded by some decline in profits, the base upon which the tax is levied. 


GOVERNMENT DIRECT AND INDIRECT TAXATION 
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 
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Oirect taxes include taxes on personal and corporate income, succession duties,and personal fees. 
Indirect toxes include toxes on commodities, services cnd rect property,ard business fees. 
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TABLE 10 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


een Sree SE a TS Ta 
eS ae 


| Prelim. 
——— 1950 | 1951 | 1952 | 1953 


(Millions of Dollars) 


GovERNMENT REVENUE— 
Direct Taxes—Persons........sccsscccscsccescceses 740 1,030 1,323 1,432 
Income— 
Mederalisuicinscelces ut ooac Sad seve cesiesteee ae ss 612 890 EAE 1, 287 
Provincial:and Municipals... casceercacse reese scl) |) esicinsafs cles «ee avec eon 
Succession Duties— : S 
Medcrals 0c. oie cces codes Vaeeie weno ae csicie'cele's 35 35 39 40 
PPLOVINCIAls gcse siv.are cls aisrsisials's Oe Sieisiniseise se eiwerelsi« 31 34 33 33 
Miscellaneous— 
WT GCLGT al croc crsieaia ote a overs Rule is Sis er 6 sine renereraisievetars 7 6 7 1 
Provincial and Municipal...........-.c.++ssses- 55 65 67 val 
Direct: Taxes—Corporations.....7.0.6<cacuecesias ces 981 1,429 1,333 1,174 
Income— 
W'CGOr al ee cmernsrnws cee aires ciarciere ala ere oe Bate ialeteretots 835 1,240 1,232 1,107 
Provincial tacce ves o Gai sacs sitios csiaeis seieceee 146 189 101 67 
Other Direct Taxes— 
Withholding taxes—Federal........cesccececeeecs 54 56 55 54 
Indiréct-Vaxesy... cen escaaeeeate ecw Re cis Be bare ate 2,081 2,606 2,843 3,017 
Med oralatsnerntite ciiowielesisioniceien cia aeieornaemate 1,115 1,495 1,595 1,697 
Provincialiand Municipal cc... see scee css ces 966 1,111 1,248 1,320 
Investment Income. desccceccccussvcsces see cmisuciees 400 453 529 552 
Bederalicct ise oa ces Soe wo aie silage dome seas aesies 134 164 214 219 
Provincial ands MunICIpAl sees sea ceeciciesiece es 266 289 315 
Employer and Employee Contributions to Social 
Insurance and Government Pension Funds......... 256 329 357 386 
Hederalcs snsiner seine cece ke cic iva eee arronee 159 21+ 230 253 
Provincial and Municipal..........0sssncreesses 97 115 127 133 
Transfers from Other Governments— 
Provincial andiMunicipal j.-acceser cease oe oe cries 251 259 368 412 
otal Reventon cacs cosine cae eae eee 4,763 6,162 6,808 7,027 
Wederaliccs: sccuwis duane ener eee eae eee 2,951 4,100 4,549 4,658 
Provincial and: Municipal. ..caccseeiee tee ste cess 1,812 2,062 2, 259 2,369 
Deficit: (or-surplus—) 2). 0. sees ones eee ere cerees —648 —1,049 —273 —136 
Federal! ab rietig sialaieValele Soia'olaa Mialeavald'aloieimh sia atacelave —640 —1,039 —216 —128 
Provincial and Municipal.........ccccecsscce Pee —8 —10 —57 —8 
Total Revenue plus Deficit (or minus Surplus)... 4,115 5,113 6,535 6,891 
Pierah, 5.130 cotta ees t ane ees eee cans 2,311 3,061 4,333 4,530 
Provincial and Municipal.............. rhea ee 1,804 2,052 2,202 2,361 


1 For reconciliation with Public Accounts Surplus, see page 19. 
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TABLE 10—Concluded 


GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 
eee 


3 ae Prelim. 
a 1950 | 1951 | 1952 | 1953 
(Millions of Dollars) 
GovERNMENT EXPENDITURE— 
ROOUETEN OG OCT VACCS «o's sie sielaie ie, ¢-acs aslo ereisisleenisiesine wre 2,326 3,243 4,223 4,408 
Federal— 
PR GEOROG ceiorcrcs cielo ois 7e ate eis sieisibie die Wau 6 ow Siow a nioreia eters 493 T157 1,800 1,909 
INOR-GOLCNCO Spenco tice cee cialis sO acne euemes 487 537 669 
PPLOVIDCIA ANG NEUMICIDAl cas coauencsssiecceesesee es 1,346 1,549 1,754 1,883 
PANSLCLEEAVINENLS i. ccreiaie oc s s’oc sso s'n sa eieicels bee tes 1,475 1,483 1,845 1,962 
RO COral ert ttier erctsiere o ttavere vate oasis eee ceo rcs eae ee 1,020 984 1,400 1,487 
Provincial and Municipal............cccecccecees 455 499 445 475 
SHDSIGIOS A cclels siewieisic soos inleranhe atre bie a aterate oie Geeta eave 63 128 99 109 
1ateG Pee | ses corics Gone ACE OR COT SEAT neers 60 124 96 106 
PEOVANCIAMANG MLUNICID ANS cinco cemcniee sek este ee 3 4 3 3 
Transfers to Other Governments— 
WM CUCTAMS Eee A ssinc aed Couines b.ibea' be the kee ve See nes 251 259 368 412 
EPIC RO@ ooo  v5  ciaacse ca ck has soos 4,115 5,113 6,535 6,891 
Mederalis..cs.. OIRO OEE eial stale aieleWeiee sieleleerbiciawis PSP UL 3,061 4,333 4,530 
Provincial and Municipal..... Dare eiecolarereis bias aro sere%s 1,804 2,052 2,202 2,361 
1950 1951 1952 1953 
Reconciliation with Public Accounts Surplus: (Millions of Dollars) 
Federai Government calendar year surplus for 
national accounts purposeS...............0-0+¢ 640 1,039 216 128 
Adjustments: 
Difference between calendar and fiscal year...... —122 —300 +367 +24 
Difference between corporation tax accruals and 
POUEINITACNG TOCCIDUS ns cesses notes s cciee ns cloirs esis —140 —161 -8 +130 
TOV ENUOULGIIS OUNILLCO ss vic pes care Serene ea cle s'e's +73 +67 +49 +91 
Reserves, write-offs and similar items omitted a 
WOIMIOKPEHAILUTOL eda gees ce aweieciseeas Hee —130 —167 —195 —136 
Ch in i tori f ernment commodity 
ee ee es as —19 ~16 472 24 
Shipment of military equipment to NATO bi bs 
countries, less replacement........2..2eeeeerees —57 —70 —95 —57 
Extra-budgetary funds for pensions and social 
AISNTANCOMNGL) Loe caso ee nan ous ce ec sinew ewisn a —56 —144 -++27 —30 
Adjustment to place debt interest on a ‘‘due date”’ 
Danger ee een ON Od el essere suey Lascseoey TEN, ueeaeste —90 —14 
Other adjustments........ AP ROAR ECO Oe —58 —37 —95 —88 
Federal gs 1 year as per public 
sel ne : aa : toe 5 4 ee nnOF : A = Roos +131 +211 +248 +24 


(1949-50) ~ (1950-51) (1951-52) (1952-58 ) 
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Federal indirect taxes increased by $102 million or 6 per cent. Almost half of 
this increase was in customs duties, since the yields from these levies reflected 
the substantial increase in imports. At the same time the generally high and 
rising levels of income and spending resulted in a considerable growth in the 
yield from sales and excise taxes. 


Provincial and municipal indirect taxes increased by about 6 per cent. 
At the provincial level, increased revenue from gasoline taxes accounted for 
two-thirds of the increase and there was also some increase in the yield of pro- 
vincial sales taxes. 


There was a moderate increase in the importance of indirect taxes in the 
country as a whole. Thus, for all levels of government combined, indirect taxes 
exceeded direct taxes by some 13 per cent in 1953 compared with only 5 per cent 
in 1952. 


As indicated above, the moderate expansion in federal expenditure during 
1953 was not matched by the rise in revenues so that the federal surplus as 
adjusted for National Accounts purposes declined by $88 million. During 1952 
the greater part of the very large increase in federal expenditure was financed 
by a reduction from the previous year’s level of surplus rather than by revenue 
increases although the latter were substantial. In 1953 however the further 
reduction in the surplus was more moderate and the over-all effect of government 
revenue and spending was, therefore, more neutral despite their higher level. 
Since revenues and expenditures moved closer to balance, government saving 
became a negligible factor in the nation’s total. The federal surplus was the 
smallest since 1946. The combined surplus of all provincial and municipal 
governments is estimated to have declined by about $50 million with revenues 
and expenditures in approximate balance. 


The federal surplus shown for National Accounts purposes differs substan- 
tially from the public accounts surplus, not only because of the difference between 
the calendar and fiscal year, but because of other adjustments made to both 
revenues and expenditures to make the presentation consistent with figures 
shown for other sectors of the economy. A reconciliation table has, therefore, 
been appended to the government table which summarizes the major adjust- 
ments. 


BALANCE OF INTERNATIONAL PAYMENTS 


Canada’s balance of payments position in 1953 differed in several respects 
from the position in 1952. The upward trend in the physical volume of imports 
which became evident in the last half of 1952 continued into 1953 and for the 
year as a whole, merchandise imports showed a volume increase of about 9 per 
cent over the previous year. At the same time, the volume of merchandise 
exports declined by a little more than 1 per cent from the record levels of 1952 
and the terms of trade, or the ratio of import prices to export prices, showed 
some slight deterioration. Asa result there was an import surplus of $55 million 
in 1953 compared with an export surplus of $491 million in 1952. This change 
in the merchandise trade balance was the major factor in the movement from a 
current account surplus of $157 million in 1952 to an estimated deficit of some 
$467 million in 1953. 


__ Merchandise imports rose to $4,207 million in 1953, an increase of $361 
million or 9 per cent over 1952. This increase in imports was a reflection of the 
high levels of investment, industrial activity and consumer spending which 
characterized the Canadian economy in 1953. There was a significant increase 
in imports of farm and non-farm machinery, electrical equipment and auto- 
motive and gther iron and steel products. At the same time the greater volume 
of imports of consumer goods such as textiles and durables reflected the strong 
consumer demand and increasing import competition. This stronger demand 
for imports was spread throughout all categories. 


ol 


Merchandise exports in 1953 were $4,152 million, down by $185 million 
or about 4 per cent from 1952. The major decreases were in exports of wood 
pulp, zine, automotive products and farm machinery. Increased world 

-supplies in both importing and exporting countries reduced the market 
for Canadian grains; and exports of wheat, barley and oats were below 
the record levels of 1952, although they remained above the level of any other 
post-war year. The fall in prices of wood pulp and zinc had important effects 
on the total value of these products, while declining farm incomes in the United 
States and import restrictions in overseas countries affected exports of farm 
machinery. Newsprint showed a large gain and became Canada’s leading 
export in 1953, while sales of pork, pork products and chemicals to the United 
states showed a substantial increase. 


TABLE 11 
BALANCE OF INTERNATIONAL PAYMENTS 


EstimaTeD CuRRENT ACCOUNT BETWEEN CANADA AND ALL COUNTRIES 
(Millions of Canadian Dollars) 


a a a Prelim. 
— 1950 1951 | 1952 1953 
Crrpent CREDITS— | 
Merchandise exports (adjusted)!.............006. 3,139 3,950 | 4,337 4,152 
Non-=monetari gold. cc. seameuesare ese. Be te Mie 163 150 | 150 144 
HUTA veleSpenGIGUres ss as secteiacee mates cetan care 275 274 275 302 
PALELESE ANG TOUUICONGS .. «sleek shackle Fea cs tie cioere 91 115 142 159 
Perer GANG SUID PIN @ 5... «neem ais cimier e's aie cerasiciels 284 351 383 340 
Inheritances and immigrants’ funds.............. 57 77 85 89 
Wihercurrent receipts. ase occ eaceecie ss escass « 231 249 301 329 
MOteluO red stSie.nc.c came no eee ee een eas 4,240 5, 166 5, 673 5,515 
CrunRent Desits— 
Merchandise imports (adjusted).......-..cse0005 3,129 4,097 3,846 4,207 
ee EX DONGLUITES © ore ray nenea ere ee seis eras aoe 226 280 341 365 
Interest and di vid OnASs = cieieeis voc silos ties Seiciere. sisiele 475 450 413 410 
Freight and shipping.......:. SOOO ANC POO OCR Oe 301 354 375 390 
Inheritances and emigrants’ funds................ 61 70 94 90 
iSther current payments. cect se svecs oe scriae wees 382 432 447 520 
Gea MIOGIAIEST tie sictaineale siete ree rare om ive sss vie the | 4578 5, 683 5,516 5, 982 
ar DAUANCE ON CURRENT ACCOUND sic. cuca scenes —33 —517 +157 —467 


* Aid to NATO countries under Defence Appropriation Act has been excluded. 


Estmatep GEOGRAPHICAL DISTRIBUTION OF THE NeT BaLaNceE ON CURRENT ACCOUNT 


(Millions of Canadian Dollars) 


—. 1950 1951 | 1952 1953! 
Uetween Canada and— ; 

DRIteOVM estan se oa fe ik as as. kind ae Waite eee eS —400 —951 —858 —948 
LLB OU so aay onionia sae erates ceases +24 +223 +387 +141 
RESh OU GUE CELUI ATGA. 5 sis neces nos 4 ee imecsre ere —23 —24 +114 +85 
Oe esd OS UNE GOP ck a Co ee ee +108 +223 +332 } +255 
COT Gr Me onntrieree ies easy o's scien eoc eelnivinie > te eis —43 +12 +182 

DUT areh ties accsa tc het kedeouass us ans —334 —517 | +157 —467 


—_—_—_ 


+ Complete details not yet available. 
§8019—43 
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Another noteworthy feature of Canadian foreign trade in 1953 was a signi- 
ficant change in the direction of exports. Shipments to the United Kingdom 
and the rest of the Commonwealth, to European countries and to Latin America 
declined, while exports to the United States increased. As a result, exports 
to the United States constituted 59 per cent of Canada’s total exports compared 
with 54 per cent in 1952. The fall in exports to the United Kingdom mainly 
reflects lower sales of wood products and metals while in other overseas countries 
sales of wheat, barley and automotive products were also down sharply. Ex- 
change difficulties in Brazil were a major factor in the sharp reduction of sales 
to Latin America. 


The change in the direction of imports was less pronounced. The proportion 
of total imports originating in the United States was about 73 per cent and showed 
little change from 1952, although their value increased by more than $200 
million. Imports from the United Kingdom were greater but there was some 
decline in the value of imports from other parts of the Commonwealth. 


Although the change in the merchandise trade balance was the major 
factor in the movement to a deficit on current account, the deficit on non- 
merchandise transactions also widened from $334 million in 1952 to $412 million 
in 1953, an increase of $78 million. A significant part of this change arose from 
the settlement of costs incurred in connection with the Korean hostilities, while 
payments under the Colombo Plan and in connection with the North Atlantic 
Treaty Organization were also higher. Receipts from freight and shipping 
were lower while payments rose with the larger volume of imports. The usually 
large payments balance on dividend account declined somewhat, while the 
payments balance on travel account was not significantly changed. 


Direct investment in Canada and net sales of new Canadian securities abroad 
amounted to about $560 million in 1953. As in 1952, direct investment, tenta- 
tively estimated at $385 million, made up the bulk of this capital inflow. Of this 
total, approximately three-quarters represented investment in primary industries 
such as petroleum and mining and related transportation facilities. Provincial 
and municipal borrowing in the United States accounted for about two-thirds 
of the new security issues. Movements of short-term and other capital, how- 
ever, were closer to balance than in 1952 when there was a substantial net outflow. 


BALANCE OF INTERNATIONAL PAYMENTS 
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TABLE 12 


CANADA’S OFFICIAL HOLDINGS OF GOLD AND U.S. DOLLARS 
(Millions of U.S. Dollars) 


Other 
Exchange Fund Govern- 
Account and ment of Total 
Bank of Canada Canada 
== Accounts 
Gold 
Gold Urs. U.S. and U.S. 
Dollars Dollars Dollars 
204-9 33-8 22-4 261-1 
218-0 54-8 33-4 306-2 
136-5 172-8 20-8 330-1 
135-9 28-2 23-5 187-6 
154-9 88-0 75-6 318-5 
224-4 348-8 76-4 649-6 
293-9 506-2 102-1 902-2 
353-9 922-0 232-1 1, 508-0 
536-0 686-3 22-6 1, 244-9 
286-6 171-8 43-3 501-7 
401-3 574-5 22-0 997-8 
486-4 594-1 36-61 Lolieer 
580-0 1,144-9 16-6 1,741-5 
841-7 899-5 37-4 1,778-6 
885-0 961-8 13-4 1,860-2 
WOE ol 105s tencmecn ee co enieats OE earn A RNA AE 986-1 802-0 30-4 1,818-5 


1 Not including $18-2 million in United States dollars borrowed by the Government of Canada in 
August, 1949, and set aside for the retirement on February 1, 1950, of a security issue guaranteed by it 
and payable at the holder’s option in United States dollars. 


There was therefore, a net inward movement of capital, which balanced the 
deficit on current account without any great change in either the level of official 
exchange reserves or the external value of the Canadian dollar. 


Official reserves of gold and United States dollars were $1,860 million at 
December 31, 1952, and $1,818 million at December 31, 1953. 


A moderate upward trend in the value of the Canadian dollar over the last 
half of 1953 contrasted with the slow decline evident in the first half of the year. 
The range, however, was relatively narrow, the United States dollar having 
moved between $0-968 to $0-998 in the first six months of 1953 and between 
$0-994 and $0-970 in the last six months. At December 31, 1953, the United 
States dollar was $0-974 in terms of the Canadian dollar compared with $0-970 
at December 31, 1982. 


(Millions of Dollars) 


Prelim. 
Carita, MovEMENTS 1950 1951 1952 1953 
Loans to United- Kingdom and other governments— 
TOVAGV INOS. c., bstorer rise en cie e viv eioian ee atelier eiee seme —50 — a = 
VEDA VIMCDGS: s Acioe'ealercestale vistn'sh sictu.c;srerelblesere' ee SCM ext ( +68 +56 +87 ; 
Net reduction in the U.S. dollar debt of the Govern- 
ment of Canada (expressed in U.S. dollars)....... —50 -- _ —75 
Increase (—) in official reserves of gold and U.S. 
dollars (expressed in U.S, dollars)............+--- —624 —37 —82 +42 
Other capital, including exchange adjustments, errors 7 
and stele etal atte tac gidl ose ova eialsud ais: meee GLELO See 18 +984 +486 —131 +413 
NaN ioe i eel a altel a Ra +334 .. +517. —157.. -+467. 


1 Equal in size but opposite in sign to net balance on current account. 
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EMPLOYMENT AND EARNINGS 


Wages and salaries, inclusive of military pay and allowances, are estimated 
to have reached the record total of $11,962 million for 1953, a gain of $909 
million or more than 8 per cent over the previous year. The level of labour 
income did not, however, advance appreciably beyond the level attained in the 
second quarter of the year. The seasonally adjusted quarterly figures show a 
moderate rise of 2 per cent in both the first and second quarters with very 
little further increase in the third and fourth quarters. This is in sharp contrast 
to the year 1952 when the nation’s payroll continued to rise throughout the year 
and was 7 per cent higher in the fourth quarter than it had been in the first. 


As in 1952, this rise in money income resulted in a substantial gain in real 
income or purchasing power since prices were comparatively stable. For the 
two years 1952 and 1983, the rise in labour income has been about 21 per cent 
while the consumer price index has increased by less than 2 per cent and the num- 
ber of paid workers by 6 per cent. 1953 was the second successive year in which the 
proportion of national income accruing to labour showed a substantial increase. 
Thus, labour income constituted 63 per cent of national income in 1953 compared 
with 61 per cent in 1952 and 58 per cent in each of the years 1950 and 1951. 


The increase in labour income was common to all the broad industrial 
categories with the exception of the primary industries. The largest increase 
was in the construction industry where the total wages and salaries paid exceeded 
the 1952 aggregate by 12 per cent but this gain did net approach the expansion 
of 21 per cent recorded in the previous year. Earnings in the other main groups, 
including manufacturing, utilities, trade, finance and other services, increased in 
about the same proportion as the overall gain in labour income, that is, in the 
range of some 8 to 9 percent. On the other hand, labour income in the primary 
industries showed a decline of some 3 per cent, largely because of a decline in 
-income from logging activities. 


TABLE 13 
THE CIVILIAN LABOUR FORCE 


ANNUAL AVERAGES! 


(Thousands of Persons) 


— 1950? 1951? 1952? 1953 
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During 1953 there was an increase of 82,000 in the number of paid workers. 
Thus, the 8 per cent rise in labour income amounted to about 6 per cent when 
calculated on the basis of earnings per worker. The annual average earnings 
per paid worker rose by about $160 to $2,970. As in the previous year, 
this increase was possible because higher hourly rates of pay more than offset 
the effect of a fractionally shorter working week. In 1953, hours worked in 
manufacturing averaged 41-3 per week compared with 41-5 a year earlier, 
while hourly rates of pay rose from $1.32 in December, 1952, to $1.38 in 
December, 1953. , 


Employment conditions improved in the first three quarters of the year 
1953. However, this improvement was not maintained at year-end and in the 
latter months of the year there was a decline from the very high levels 
of employment which had characterized 1953 up to that time. This was in 
contrast to the experience of 1952 in which, partly because of abnormally favour- 
able climatic conditions, employment conditions had been very satisfactory at 
year-end although the beginning of the year was marked by some hesitation. 


In addition to the increase in the number of persons with jobs in the first 
three quarters of 1953, there was, as in 1952, a decline in the number of persons 
working short-time. The number of persons working short-time averaged 
91,000 less than in 1952 with the principal improvement in this regard occurring 
in the first two or three quarters of the year. 


Persons without jobs and seeking work averaged 136,000 in 1953 compared 
with 128,000 in 1952. In both years the figure amounted to 2-5 per cent of 
the labour force. For the greater part of 1953 unemployment was lower than 
in 1952. However, the number of persons without Jobs and seeking work rose to 
190,000 in December, 1953, compared with 131,000 for the same month in 1952. 
This trend continued into January and February of 1954, in which months the 
figures stood at 280,000 and 312,000 respectively, or 93,000 and 133,000 above 
the levels of the comparable months in 1953. 
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To some extent the increased unemployment has been due to more severe 
climatic conditions than those which obtained in the exceptionally open winter 
months of 1952-53. At the same time, however, certain changes have been 
taking place in the economy, as receding inflationary forces allowed increased 
competition to make itself felt in a number of industries. Thus, while by far 
the largest share of the increased unemployment was accounted for by con- 
struction, logging and lumbering activities, widely scattered increases were 
noted in almost all fields, with clerical, transportation, metal-working, textile, 
and miscellaneous activities being the groups most particularly affected. 


The civilian labour force, which includes both the employed and the unem- 
ployed, averaged 5,325,000 for 1953, an increase of 68,000, or a little more than 
1 per cent over 1952. ‘his increase of 68,000 in the labour force was accom- 
panied by a rise of 60,000 in average employment. The number of persons 
employed in non-agricultural industry continued to rise while the number of 
those with jobs in agriculture is estimated to have declined by 33,000 in 1953. 
This compares with the previous year’s decline of 48,000 in the number of agri- 
cultural workers and marks a continuation of the shift from rural to urban 
occupations. 


In addition to the civilian labour force there were 106,000 men and women 
in the Armed Forces in 1953, compared with 98,000 in 1952. The percentage 
of the non-institutional civilian population over 14 years of age in the civilian 
labour force continued to decline slightly, and was 53-1 per cent in 1953 com- 
pared with 53-4 per cent in 1952. 


During 1953 industrial disputes were much less prevalent than in the 
preceding year; the total of 1,322,900 working days lost in this way was less 
than half the 2,880,000 man working days lost in 1952. 


PRICE TRENDS 


Canadian prices were remarkably stable during 1953, with neither the 
consumer price index nor the index of wholesale prices moving more than 1 per 
cent from its 1953 average. The consumer price index has, in fact, shown little 
variation since May, 1952, by which time it had receded from the post-war 
and post-Korean high point reached in January of that year. Similarly, the 
wholesale price index has been practically unchanged since September, 1952, 
by which time the sharp fall from its July, 1951 peak had come toa halt. Yet 
despite this stability the yearly averages of both indices were slightly lower in 
1953 than they had been in 1952. 


The 1953 average of the consumer price index was 115-5, 1 point below the 
1952 figure. This was the first time since before the war that a decline from 
the previous year’s average had been recorded. The movement of the index 
during the year was in a very narrow range, touching a low point of 114-4 in 
May, and reaching a high for the year of 116-7 in October. These changes 
Were mainly in response to variations in the food component of the index which 
moved in a range of more than 5 points and averaged 112-6 against 116-8 in 
1952.. The other components of the index fluctuated but little during the year; 
and in general the experience of 1953 was similar to that of 1952 in that prices 
of rents and other services moved in an upward direction while the prices of 
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CANADIAN WHOLESALE AND CONSUMER PRICE INDEXES 
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TABLE 14 
WHOLESALE PRICE INDEXES 
(1935-39 = 100) 
Fully and 
General Chiefly Canadian 
—— Wholesale Manu- ‘arm 
Prices factured Products 

Goods 

DUIS) Meta Re eres ce ey roy alti Gin oo GONE es Srctato'e MOR G wid Sie mare ime a Puceteets 99-2 101-9 
EE) Pe, RTS, me, Farthese Zeta hs ecko te rece sips his tank wre: eo, Bian areca iarwin elcdaretale oho le 108-0 109-9 
TEES Md Sy Bn ENE RRC Se ec re AI AAs rere eR Ore OI il6-4 118-8 
Nek eerste Tete te steers sock ay 2 oro wa stated Mev ateh Ge ja aloynra is nis eter eras alate eteveistes 123-0 123-7 
Lhe oe te M7 See TeV a GR SOE oe a Gusts oe aes ote 127-9 126-9 
DGS ee epee ny, Sry ae a chara esata Fee Aa ier DAC aR 130-6 129-1 
LEP cs Pes 7 CRP Ree Pyare Ne: Res ob ee tien a SrScers ind Seal ree ei diese oes 132-1 129-8 
ADE ope arte eet A eR OIE eet nee es ERTIES be oe-Ee uratin’s Ss bidite bic areciens 138-9 138-0 
LD A ipeennee ee eee etn Btn eie Mew cui ont ein as Aes a POE A om tise he Sara 163-3 162-4 
TR SO hr Rts ate oy ch car WHE n/a te ea cM buna Sue Disrape Ulasals diviere Soe slae 193-4 192-4 
AS ie Re ea kor rhe oa: DUES Giecharm ele ay eteake Sines am elniy i IC 198-3 199-2 
ECE sce =. 2 oneal A, ER a Rie eee ee be ere API CCR S ICH 211-2 211-0 
LOD Merete esta Og tr at N. eat itreta ls arnaeis Fre wlatelas Maree bale miatebreleieiete 240-2 242-4 
LEA ROR Maps Bi ee eR en eg eS Ne a EY Beco aCe Pees IPT NIE Ac 226-0 230-7 
EEE BACCO AIR is) PE Ot AG CRP rset aree gee, eon 220-8 229-1 
2 RET SESE ose in tg Ee ae BE ne een ork eee Ace eh An 221-5 229-0 
SES ESTAUGAE Wola ete osteo! 3ig chase iove- ote als axeiaie wteitste col Slelyetelch A ciecnieieiaic eo! 220-9 228-8 
PES Fs a eee nc tak races nice Stal toe etssnies Sintoleetn enlace aeisis he meee 221-9 229-2 
Aran Meee ns ABs ee a ee ob ta ie tay correo ciel crntarn ayeearaia 6 219-6 227-9 

RAN ne Met ee St MAT, wore res orale let layatnne aie alot eis 220-1 228-3 

PRR E Meee Go Col tees AE tas aap at oat raceme eta & mie wort oe 221-7 230-4 

AUN Es SAI Sieh © ote Ree ge Leen ine aipdte a  POee , ae 221-2 229-6 
PALGPUSU Remote teehee sensi t aie leis cole a Tee oes ee ID oie lg wide ietan © 222-4 230-1 
RIOD LE TRIE cn ie IRCe oi oe ve uci eels nici inte nibte weal mate mimteretatetetto.s 221-5 230-2 
TCL are ee ee he sain miapan emieiny) ea eins o oir alpina sn mais 220-7 230-0 

ENCE IRIIOD Ee ee oe fa). she tet wi Ain acainisie epistemic 218-8 228-1 
ERSTE MOE eet ei aiendk bie citels dia aed pee ke Fin bint ale Wada aged > ote 219-0 227-6 
Nae ANNUAL Sante eae es ial oie woe ace her slabs anv 'xtane e,A a ie NRG ae sieseow oe atta 219-8 227-8 
AEE OTALA te eae eas oes igen ss enluio os Aw ola wwe 9 Sie aie pi a dretapien Ge 219-0 227-3 


Note: 1953 Indexes are preliminary. The Canadian Farm Products index is revised up to July but re- 
flects initial rather than final payments for subsequent months. 
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foods tended to be lower. The notable stability of the consumer price index 
continued into the first two months of 1954, in both of which the index stood 
fractionally lower than its year-end figure of 115-8. 


In contrast with the Canadian experience, the United States consumer 
index averaged slightly more in 1953 than it had in 1952. American food prices 
declined by an amount comparable to the decline in Canada, and clothing prices 
were practically unchanged, but this was more than offset by rises in the rent 
and other components of the index. 


The Canadian index of wholesale prices declined for the second consecutive 
year in 1953, although the fall was less than half as great as the 6 per cent drop 
recorded in 1952; the average of 220-8 in 1953 was 2-3 per cent below the 1932 
figure of 226-0. The general tendency during the year was for primary com- 
modities to show the sharpest price decreases, with processed items declining 
only fractionally. Thus, the index of raw and partly manufactured products 
fell by 2-7 per cent from its previous year-end figure, while the index of fully 
and chiefly manufactured goods was practically unchanged. 


Most product components of the index were at lower average levels in 1953 
than in 1952, with the decline in the price of textile products being rather more 
noticeable than those of other groups. Two exceptions to the general trend 
were iron and its products, prices of which remained firm during the year, and 
the non-metallic minerals group, which rose slightly, reflecting higher prices for 
sulphur, cement, plate glass, and petroleum products. 


TABLE 15 
CONSUMER PRICE INDEXES 


CaNaDA Unitep States 
ee Total | Food Total | Food 
1949=100 1947-49 =100 
63-2 50-2 59-4 47-1 
65-7 52-6 59-9 47-8 
69-5 57-9 62-9 52-2 
72-9 63-4 69-7 61-3 
74-2 65-2 74-0 68-3 
74-6 65-5 75-2 67-4 
75-0 66-3 76-9 68-9 
77-5 70-0 83-4 79-0 
84-8 79-5 95-5 95-9 
; 97-0 97-5 102-8 104-1 
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DAY a ch ache asa Giles Chis meee oes oa Re 114-4 110-1 114-0 112-1 
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August 115-7 112-8 115-0 114-1 
September 116-2 114-0 . 115-2 113-8 
October SAS Mob im stows MAGMA tae ae Poe eee 116-7 115-5 115-4 113-6 
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TPOREMANO Nc Jods cues ae hate tee ae 115-8 112-1 114-9 112-3 
DOSS SENNA ye casts anes One mak s ele 115-7 111-6 115-2 113-1 
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Despite the steadiness of the general price level, prices of individual com- 
modities showed somewhat more variation in 1953 than they have in recent 
vears. Demand, although still strong, became more selective, while at the 
same time shortages ceased to be the rule on the supply side. Relative, rather 
than general, demand and supply conditions became more important in the 
year Just ended, and many commodity prices moved in opposite directions during 
the year. On the higher side were pork and pork products, cocoa, coffee, pig- 
iron, and copper, while beef, rubber, steel scrap, lead, and zinc were among those 
which moved lower. 


The over-all stability of the index of wholesale prices in Canada in 1933 
was closely matched by the experience of the United States and the United 
Kingdom. Wide variations in individual commodity prices, and a tendency for 
the index as a whole to move somewhat lower, were noticeable in all three 
countries during the year. 
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Part II 
REVIEW OF GOVERNMENT ACCOUNTS 1953-54 
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Parr Il 
REVIEW OF GOVERNMENT ACCOUNTS 
1953-54 
1. INTRODUCTION 


Although the Government’s fiscal year ended on March 31, the figures 
which are presented in this Part must be regarded as preliminary and subject 
to revision for the books must remain open for several weeks in order to record 
various adjusting entries and to take into account all payments up to and in- 
cluding April 30 made on account of expenditures originating in and properly 
chargeable to the fiscal year 1953-54. Consequently it is to be expected that 
the final figures when they become available next August will show some vari- 
ations from those given in the following pages. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1953-54 


The budgetary revenues of the Government for the fiscal year ended March 
31, 1954 are now estimated at $4,400 million. This is $73 million or about 
14 per cent less than the amount of $4,473 million forecast in last year’s budget 
speech and approximately $39 million more than the total collected in the 
preceding year. 


Budgetary expenditures are estimated at $4,390 million, which is $72 
million or 13 per cent less than the budget forecast and about $53 million more 
than the total spent in 1952-53. 


On the basis of these figures the indicated surplus is about $10 million com- 
pared with the budget forecast of $11 million for the year and with $24 million 
for the fiscal year ended March 31, 1953. 


On the revenue side of the Government’s budgetary operations, the most 
significant feature was the continued buoyancy of the revenues, which despite 
the tax reductions announced in the 1953 budget, were the largest on record. 
Direct taxes, which include personal and corporation income taxes declined by 
$35 million, but this decrease was more than offset by increases of 547 million 
in indirect taxes (due largely to excise taxes and customs import duties) a..d 
of $37 million in non-tax revenues. 


On the expenditure side, the most noteworthy feature was the continued 
importance of defence in the Government’s expenditure programme. In 1953-54, 
defence expenditures were $1,890 million or approximately 43 per cent of the 
total budgetary expenditures for the year. This is approximately $82 million 
or about 4 per cent less than the corresponding total in the preceding year when 


aay expenditures constituted 45 per cent of the Government’s total budgetary 
outlay. 


Although the budgetary surplus was $10 million, the Government made 
loans, advances and other non-budgetary disbursements of about $429 million, 
and at the same time reduced the amount of its unmatured funded debt out- 
standing in the hands of the public by approximately $273 million. The manner 
in which this has been achieved can be understood more readily by taking an 
over-all view of the Government’s cash transactions for the fiscal year. 
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As explained in the section on ‘‘The Cash Position’’, the budgetary surplus 
of $10 million for the fiscal year does not measure the full impact of Government 
operations in 1953-54 upon the Canadian economy. Substantial sums were 
received and paid out for extra-budgetary purposes, such as the loans and 
advances which the Government is authorized to make and the transactions in 
connection with the many insurance, pension, annuity and deposit and trust 
accounts which it is required or has undertaken to hold or administer. 


These non-budgetary disbursements are estimated at $429 million and 
include $146 million invested in or loaned to the Canadian National Railways 
for capital expenditures on additions and betterments and the acquisition of new 
rolling stock and equipment, $93 million advanced to Central Mortgage and 
Housing Corporation for house construction and for housing loans, and $45 
million loaned to the Old Age Security Fund to finance pension payments out 
of the Fund which were not covered by old age security tax receipts. Moye than 
offsetting these are non-budgetary receipts and credits amounting to $811 
million of which the two principal items were $446 million from the repayment 
of sundry loans and investments (of which $147 million represents the repayment 
by the C.N.R. of government loans out of the proceeds of the $200 million loan 
to the public which was issued early in 1954); and $365 million from net annuity, 
pension and other liability account receipts. 


After taking into account the budgetary surplus of $10 million and the net 
balance of $383 million available from non-budgetary transactions, $393 million 
was available for debt reduction. Unmatured funded debt in the hands of the 
public decreased by approximately $273 million during the year, and the Govern- 
ment’s year end cash balances increased by $120 million. 


3. THE BUDGETARY ACCOUNTS 


Total revenues, at $4,400 million for 1953-54, were $39 million over the 
total for 1952-53. Total expenditures at $4,390 million were $53 million more 
than in the previous fiscal year. The surplus for the fiscal year was $10 million 
as compared with a surplus of $24 million for 1952-53. 


A summarized statement of the estimated revenues and expenditures and 
surplus for the fiscal year ended March 31, 1954, with the actual figures for the 
fiscal years ended March 31, 1947 to 1953, inclusive, is given in the following 
table: 


TABLE I 


Bupcetary Revenues, ExPenDITURES AND SURPLUS FOR THE FiscaL YEARS ENDED 
Marco 31, 1947 to 1954 INCLUSIVE 


(In millions of dollars) 
=e. ee 
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BUDGETARY REVENUES AND EXPENDITURES 
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A. ANALYSIS OF REVENUES 


Total budgetary revenues amounted to $4,400-1 million in the fiscal year 
1953-54 and were $39-3 million or about 1 per cent higher than the previous 
record of $4,360-8 million received in 1952-53. Of the total revenues for the 
fiscal year $2,476-7 million or 56-3 per cent were derived from direct taxes, 
$1,532-3 million or 34-8 per cent from indirect taxes and the remaining $391-1 
million or 8-9 per cent from non-tax revenues and special receipts and credits. 


A statement of estimated revenues for 1953-54 classified by major categories, 
and the corresponding actual figures for 1952-53 is given in Table II. 


TABLE II 


STATEMENT OF BupGeTaRY REVENUES BY Masor CLASSIFICATIONS FOR THE FiscaL YEARS 
ENDED Marcu 31, 1934 anp Marca 31, 1953 


(In millions of dollars) 


Fiscal Year Ended March 31 


S : 
eure (Estimated) 


Increase or 
1933 Decrease (—) 


Amount | Percent | Amount | Percent | Amount | Per cent 


SS ee ee es 


Ordinary revenues— 
Direct taxes— 


Personal income tax*.........0.++++ 1, 189-3 27-0 | 1,180-0 27-1 9-3 0-8 
Taxes on interest, dividends, etc., 
eoimne abroad, /oss<. ces sew osices 54-0 1-2 53-7 1-2 0-3 0-6 
Corporation income tax*............ 1,193-4 27-2 | 1,240-1 28-4 —46-7 —3-8 
UIC CESSION CGUGIES s so.cs esis bse eee 40-0 0-9 38-1 0-9 1-9 
Motel directitaxeS ssc .svercmneee 2,476-7 56-3 2,511-9 57-6 —35-2 —1-4 
Indirect taxes— 
Customs import duties............. 408-0 9-3 389-4 8-9 18-6 4-8 
P)Xe396: GUb1GS sons vis 2 iso 2 sieves neces 228-0 5-2 241-4 5-6 —13-4 —5°6 
Excise taxes*...... Digi eioa eae ea, b steers 882-0 20-0 841-9 19-3 40-1 4-8 
ier taxed cnc en te us hance ene ae 14-3 0-3 13-0 0-3 1-3 10-0 
Mocalind rect tases: ocncce ee ese 1,532°3 34-8 1, 485-7 34-1 46-6 3.1 
Total tax revenues: ..-.<scs6s2ss> 4,009-0 91-1 | 3,997-6 91-7 11-4 0-3 
Non-tax revenues— 
PGs ORCAS: Oe wales alisininsetvesieeine 111-5 2-5 111-9 2-6 —0-4 —0-4 
Return on investments............. 147-5 3-4 116-9 2-7 30-6 26-2 
Premium, discount and exchange... 3-9 0-1 1G hee sent 2-4 160-0 
Other non-tax revenues........06..- 54-5 1-2 49-8 1-1 4-7 9-4 
Total non-tax revenueS..........- 317-4 7-2 280-1 6-4 37-3 13-3 
Total ordinary revenues.......... 4,326-4 98-3} 4,277-7 98-1 48-7 1-1 
Special receipts and credits............. 73-7 1-7 83-1 1-9 —9-4 —11-3 
MOtal TEMORUCES. caccaniioesnae ores 4,400-1 100-0 | 4,360-8 100-0 39-3 0-9 
* Excluding tax credited to Old Age Security Fund— 
1953-54 1952-53 
2% personal INCOME tA... .ccccccerccvoccscccrecscvess 90-7 million 45-2 million 
2% corporation income tax....s.ccccccccevcrcecsccecs 5-6 “ 36-9 “ 
OU) BOACH EDS. co cuc chad bsvssebnsatesoveas estewns ore 98 147-7.“ 141-6 “ 
294-0“ a2a*s 
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(1) Direct Taxes 


Taz on Personal Incomes 


Personal income tax (excluding the old age security tax) yielded a total 
of $1,189-3 million in 1953-54, an increase of $9-3 million or 0-8 per cent over 
the previous year. Deductions at the source from salary and wages since 
July 1, 1953, have been made at rates averaging about 11 per cent less than 
those applicable in the corresponding period of 1952-53. In addition, that 
part of personal income tax. revenue which is paid in quarterly instalments, 
and as balances with returns, has been based in 1953-54 on lower rates than 
in the previous year. The effect of these two factors however has been more 
than offset by the increase in personal incomes during the year. 


In addition the 2 per cent tax on personal incomes levied under the Old Age 
Security Act yielded an estimated amount of $90-7 million during 1953-54 
compared with $45-2 million in 1952-53. These collections were credited to 
the Old Age Security Fund. 


Taxes on Interest, Dividends, Rents and Royalties Going Abroad 


Revenues under this heading are derived from withholding taxes on pay- 
ments of interest, dividends, rents and royalties made to non-residents. The 
estimated total of $54 million compares with $53-7 in 1952-53. 


BUDGETARY REVENUES BY SOURCE 
: MILLIONS OF OOCLARS 
FISCAL YEARS ENOED MARCH 31 5000 


MILLIONS OF DOLLARS 


OTHER REVENUES 
pi 76. TOTAL REVENUE 
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Corporation Income Taz 


Corporation income tax (excluding the old age security tax) yielded revenues 
of $1,193-4 million in 1953-54, a decrease of $46-7 million or 3-8 per cent from 
the previous year’s total of $1,240-1 million. While this decrease is due partly 
to the fact that corporate profits in 1953 were somewhat less than in 1952 it 
is attributable mainly to the reduction in rates of: tax announced in the 1953 
budget, applicable to profits earned after January 1, 1953. The 1953 budget 
imposed rates of 18 per cent on the first $20,000 of profits and 47 per cent on 
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profits in excess of $20,000; the former rates had been 20 per cent on the first 
$10,000 of profits and 50 per cent on profits in excess of $10,000. Also, in 1953 
the allowable deduction from federal tax of 5 per cent of taxable income earned 
in the Province of Quebec was increased to 7 per cent. 


The total revenue from corporation income tax includes $9 million paid 
by corporations paying the 15 per cent tax on their undistributed income. 
This compares with $10-2 million collected from this source in 1952-53. 


In addition the 2 per cent tax levied on corporate profits under the Old 
Age Security Act yielded $55-6 million during 1953-54 as compared with $36-9 
million in 1952-53. These collections were credited to the Old Age Security 
Fund. 


Succession Duties 


Revenues from succession duties were $40 million in 1953-54, an increase 
of $1-9 million or 5 per cent over the previous year. 


PRINCIPAL SOURCES OF TAX REVENUES 
MILLIONS OF DOLLARS FISCAL YEARS ENDED MARCH 3! MILLIONS OF DOLLARS 
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(2) InpIREcT TAXES 


Customs Import Duties 

Net revenue from customs import duties for the year were $408 million, 
an increase of 4-8 per cent over the 1952-53 total of $389-4 million. The increase 
in revenue corresponds to the increase in total value of imports. 
Excise Duties 

Excise duties are levied exclusively on alcoholic beverages and tobacco 
products. (Additional taxes are levied under the Excise Tax Act on tobacco 
products). The revenue from excise duties for the year was $228 million, a 
decrease of $13-4 million from the previous year’s yield of $241-4 million. 
The decrease is due to the fact that the rates of duty on cigarettes were reduced 
in the 1953 budget. The decrease in revenue from cigarettes is partly oftset 
by an increase in the revenue from spirits. ee 

Gross receipts from excise duties, before deducting refunds, are divided as 
follows: $133 million from alcoholic beverages ($127-7 million in 1952-53), and 
$98 million from tobacco products ($116-9 million in 1952-53). 
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Excise Tares 


Net excise tax collections (excluding the 2 per cent old age security sales 
tax) are estimated at $882 million in 1953-54, an increase of $40-1 million over 
the previous year. 

The sales tax, from the standpoint of revenue, is the principal tax levied 
under the Excise Tax Act. Despite new exemptions from the sales tax announced 
in the 1953 budget which were estimated to reduce revenue by about $8 
million,the gross revenue from sales tax was $612 million, an increase of $28-2- 
million compared with $583-8 million in 1952-53. Since there was no sub- 
stantial changes in the general price level during the year, the increase is attributed 
to higher production and imports. 


Excise taxes other than sales tax yielded approximately $290 million, or 
$11-5 million more than in 1952-53. This increase occurred in spite of the fact 
that the stamp taxes on cheques, money orders, and security transfers, which 
yielded $10-6 million in 1952-53, were repealed in the 1953 budget. 


The largest increases in the yields from taxes in this category were from the 
tax on automobiles, tires and tubes, which vielded approximately $101 million 
($89-9 million in 1952-53). Of nearly equal importance is the increase in collec- 
tions of the tax on tobacco products. Due to increased cigarette sales these 
taxes yielded approximately $7 million more than in the previous year. Finally, 
revenue from the tax on radios and television sets is estimated at $16-5 million, 
an increase of 5-8 million over last year. 


In addition the 2 per cent tax on sales levied under the Old Age Security 
Act yielded $147-7 million during 1953-54, compared with $141-6 million in 
1952-53. These collections are credited to the Old Age Security Fund. 


Other Indirect Taxes 

The taxes under this heading are the tax on premium income of insurance 
companies, the tax on the export of electrical energy from Canada, and the 
tax on the export of furs from the Northwest Territories. These taxes produced 
$14-3 million, an increase of $1-3 million over 1952-53. Of this total the tax 
on premium income of insurance companies yielded approximately $13-6 million, 
in 1952-53 the yield was $12-4 million. 


(83) Nox-Tax REVENUES 


Non-tax revenues for 1953-54 are estimated at $317-4 million, an increase 
of $387-3 million over the total for 1952-53. The following table presents a 
comparative summary of revenues under this heading for the past two years: 


TABLE III 
Non-Tax REVENUES FoR THE Fiscat YEARS EnNpep Marcu 31, 1954, anp Marca 31, 1953 
(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
7 ae Decrease (—) 
1954 a) ecrease (— 
| (Estimated) 1953 

Posh CMice mere utc cena hoe 2 eee oe ee | 111-5 111-9 —0-4 
Netarn On Investments. gona ca esis cnc wre oe ee ee 147-5 116-9 30-6 
Premium, discount and, exchanges 2. osc «050 seen teens 3-9 1-5 2-4 
Biifion snd) oO awe sco. ace ta meek Gite sree oe ee 4-8 4-4 0-4 
Privileges. licences and: permits....ccccns+c0ss<seneneasasnte 12-7 11-3 1-4 
PVOCEGUBHROIN SALES 7. ric cee sc) a lel Se cae ee ere 4-6 5-2 —0°6 
DemvieesAnd sérvies fees... hv... 1s. see eon a eee 17-6 17-2 0-4 
Refunds of previous years’ expenditures..............-.+0-+ 12-0 9°3 2-7 
NIECE ANE OUE 62 Sk oid crdia.chcy Saw. Gra aR ee . 2-8 2-4 0-4 
Total non-tax revenues: ..¢.....<s.0+.srs¢<she. 317-4 280-1 37-3 


Post Office 


Gross post office receipts for 1953-54 are expected to amount to $129-8 
million. After making authorized disbursements from revenue of $18-3 million 
for salaries and rent allowances at semi-staff and revenue offices, commissions 
at sub-offices, transit charges on Canadian mail forwarded through or delivered 
in foreign countries, ete., net post office receipts credited to budgetary revenues 
are estimated at $111-5 million. A small increase of 80-5 million in gross receipts 
over the corresponding amount received in 1952-53 is more than offset by an 
increase of $0-9 million in payments from revenue, due mainly to an increase in 
remuneration paid to revenue postmasters and their assistants. Costs of oper- 
ating the Post Office during 1953-54 (excluding the $18-3 million charged to 
revenue) are expected to total $114 million and thus will exceed net revenue by 
approximately $2-5 million. However, in making this comparison it is to be 
noted that the total shown for post office revenues does not reflect any payment 
for the franking privilege covering parliamentary and departmental mail or for 
other special services provided for other government departments and agencies, 
nor does the total shown for operating expenses reflect any charges for premises 
occupied by the Post Office Department or for certain accounting and miscel- 
laneous services provided by other departments. | 


Return on Investments 


Return on investments is expected to yield $147-5 million, an increase of 
$30-6 million over the total of $116-9 million received in 1952-53. Half of this 
increase is attributable to the profits of the Bank of Canada, which for the 
calendar year 1953 were $15-1 million above those for the previous year. Also 
contributing to the increase in 1953-54 is the estimated surplus of $10 million to 
be turned over by Canadian Arsenals Limited; the corresponding item for 1952-53 
of 86-1 million was included in special receipts and credits. There were also 
increases in interest received during 1953 from the Canadian National Railways 
and Central Mortgage and Housing Corporation of $3-8 million and $1-9 million 
respectively. In addition $2-2 million is included in revenues representing 
surplus funds in excess of the $5 million reserve established by Central Mortgage 
and Housing Corporation which are payable to the Receiver General; in prior 
years the corresponding amounts were credited to special receipts and credits. 
The principal item offsetting these increases was a decrease of $6-4 million in 
the amount of dividends and interest received from Polymer Corporation Limited, 
due mainly to the fact that there was no receipt in 1953 comparable to the special 
dividend of $6 million paid by the Corporation in 1952. 


A comparative summary of estimated receipts during 1953-54 with actual 
receipts during 1952-53 under this heading is given in the following table: 
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TABLE IV 


RETURN ON INVESTMENTS FOR THE Fiscat YEARS ENpED Marcu 31, 1954, 
AND Marca 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 


| 
| March 31 Increase 
mys a ee ee 1 ees, 
195 = ecrease (—) 
| (Estiraated) 1953 
Loans to, and investments in, Crown Agencies— : 
Bank. Of Cansda vas a ancicecistesne newts neice cats oremietasencke 44-1 29-0 15-1 
Exchanee Mund accotnts.t.- 3. ost en Aenea ieee ian 16-3 14-8 1:5 
Central Mortgage and Housing Corporation............. | 13-3 9-2 » hel 
CanadianeArsonals Inimitedsat-ceeseciee sees s cee eeteae oe | LOAO0 7 |iaaw oe ccate tee 10-0 
Canadian National) Ravways..cess cesses o ona ener = | 6-7 2-9 3-8 
National, Harbotirs Board Sn. maelere se aye eiesiers arererte | 4-3 5-0 —0-7 
PolvimerG@orpors tlonesiu1ted waarmee eet ee een 3-2 9-6 —6-4 
Other ‘Crownragcencies joes. cee eee ce eitewserm ere 1-6 1-4 0-2 
99-5 71-9 87-6 
Other loans and investments— 

United: Winedomiees, cece eso na cmeisiaies oeroera canis oeeetes 23-1 23-4 —0-3 
Other nationalizovernimentsscas ee eects enero 12-6 ROG Pacarecas cee ve F 
Provincial and municipal governments.................-. 1-1 1-2 —0O-1 
Soldier and general land settlement loans and Veterans’! : 

Band Actiad vancess:a.ccccso ieee eae 5-1 4-7 0-4 
Securities Investment ACCOUNG a... aint wees ess 2-3 1-8 0-5 
Sinking fund and other investments held for retirement of 

uninatured iunded«@ebtepeseecwesee come eee ares 2-4 0-7 1-8 
Otherloans sndunvestments:.0 esas ssececeere oeeeiee 1-4 0-6 0-7 

48-0 45:0 $-0 
147-5 116-9 30-6 


Premium, Discount and Exchange 


The amount credited to premium, discount and exchange in 1953-54 was 
$3-9 million compared with a credit of $1-5 million in 1952-53. This revenue 
item arises mainly from accounting adjustments in asset and liability accounts 
to reflect a reduction in U.S. dollar and sterling exchange rates from those 
operative in the fiscal vear 1952-53. It is estimated that the Canadian dollar 
equivalent of outstanding debt payable in sterling and in United States dollars 
will be reduced in consequence of this revaluation by $4-8 million, offset by 
$2-5 million reduction in assets payable in these currencies. The result is a net 
credit in the premium, discount and exchange account of $2-3 million. Net 
differences in rates on current gold and foreign exchange transactions are 
expected to account for a further credit of $1-6 million, resulting in a net revenue 
item of $3-9 million. 


(4) Specian RECEIPTS AND CREDITS 


Special receipts and credits are expected to total $73-7 million for the 
fiscal year 1953-54 compared with a total of $83-1 million received in the previous 
year. A comparative summary of the sources of special receipts and other 
credits for the last two years is presented in the following table: 
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TABLE V 


Srectat Recerprs aND CREDITS FoR THE FiscaL YEARS ENDED Marcy 31, 1954 
AND Marcy 31, 1953 


(Ia millions of dollars) 


| Fiscal Year Ended 


March 31 Increase 
—- or 
1954 Decrease (— 
| (Estimated) 1953 (-) 
Transfer to revenue of provincial 5 per cent corporatioa income 

tax suspense account pursuant to the 1952 tax rental agree- 

RUSE IES aro tricte cette alate cele ant cro ay etoleraltr wes sm. air Glace Pie ekeie wie ok oe afore 46-9 45-0 1-9 
Proceeds from the sale of Crown assets..........0....-00eee 17-1 7-6 9-5 
Central Mortgage and Housing Corporation— 

Profits paid to Receiver General..............000ceeees (1) 2-1 —2+1 

Proceeds and depreciation reserve with respect to the sale 

of wartime housing properties...................-00. 5-2 6-7 —1-5 
Tratsfer to revenue of Canadian Wheat Board suspense 

SECOUM bere enter cieie stn cre sic bre aes aitevs tannin ererd, ora Se weil steer dimincalow oe 6-3 —6:3 
Surplus of Canadian Arsenals, Limited...................008 (1) 6-1 —6-1 
Write up to active assets—Atomic Energy of Canada, Lim- “ 

LCC CADICG IUBUOC Kote ae ne ae ater tees sare One clase reas wre al ecw PRE ISG 4-8 —4-8 
Bisscellancousispeclal TeCsi pts. scacsacccese saceos oe oe ease awe. 4-5 BOO Mcwectacossewe 
2 | 3°7 83-1 —9-4 


(1) Included in Return on Investments in 1953-54. 


The amount cf $46-9 million represents the transfer to revenue of the 
balance of the provincial 5 per cent corporation income tax suspense account. 
A fuller explanation may be found in the section on Sundry Suspense Liabilities. 


$17-1 million was received during the fiscal year from the sale of Crown 
assets. Of this amount $7-9 million was received from the Crown Assets Dis- 
posal Corporation representing the amount realized from the disposal of surplus 
Crown assets after allowing for transfers to active assets of amounts applicable 
to ‘Balances receivable under agreements of sale of Crown assets”. It does not 
include the residual cash balances nor the value of accounts receivable carried 
by the corporation as at March 31, 1954. 


The remaining $9-2 million under this heading consists of two amounts 
received under agreements of sale. Crown-owned land and buildings were sold 
by the Department of Defence Production to A. V. Roe Canada Limited for 
approximately $17 million. During the fiscal year cash payments of $9 million 
were received; the balance is set up under “Other loans and investments” as 
“Balances receivable under agreements of sale of Crown assets.”” Also under an 
agreement of sale Crown-owned machine tools and equipment were sold by the 
Department of Defence Production to Weatherhead Company of Canada Limited 
for approximately $700,000. A cash payment of $200,000 was received during 
the fiseal year, and the balance set up under “Other loans and investments” 


as ‘Balances receivable’. 


An estimated amount of $5-2 million is included as revenues received from 
Central Mortgage and Housing Corporation representing the proceeds of the 
sale of wartime housing properties including depreciation provisions set aside in 
previous years by the corporation on properties that have now been sold. In 
addition, an estimated amount of $11-1 million for interest on loans to the 
corporation and $2-2 million representing profits in excess of the $5 million 
reserve established by the corporation was received. Both these amounts are 
credited to “Return on investments” in the current year. In 1952-53 profits of 
$2-1 million were credited to special receipts as shown in the table. 
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(5) Comparison or AcTUAL REVENUE WITH BupcGeEt ForEcAsStT 


Total budgetary revenues for 1953-54, excluding revenue from the old age 
security taxes, as now estimated were about $73 million less than the forecast 
made in the budget speech of February 19, 1953. This represents a shortfall of 
about 14 per cent. Revenues from personal income tax, corporation income tax 
and excise duties were less than expected, while revenues from customs import 
duties, sales tax and other excise taxes exceeded expectations. 


The following table shows the extent to which actual revenues as now 
estimated differ from the budget forecast. F 


TABLE VI 


CoMPARISON oF BupaeTt Forecast with ACTUAL REVENUES FOR 
Fiscau YEAR Enprep Marca 381, 1954 


(In millions of dollars) 


Increase or 

Budget Actual Decrease (—) 
Source of Revenues Forecast of Revenues compared 

Revenues (Estimated) | with Budget 

Forecast 
PersonalancOme: tax: saaccusececiccaasalecthee sectenere erases 1,250-0 1, 189-3 —60-7 
Non-residentincomie taxes-sneareeecceueen renee neces 55-0 54-0 —1-0 
Corporation income: taxes ee cr eee iee eee cierete 1, 228-0 © 1, 193-4 — 34-6 
Succession Guties sa gaseene cuca cieme erereverioe rate notes excrete 40:0 40-0 

Cusgtomsiimport duties ).aciocmess ce cn cence usmenae a cereieisrerare 395-0 408-0 13-0 
FIX CIBS CUEIES ions cess acs ei terele eel eaten eae ne tie dete aes 265-0 228-0 —37-0 
Sales tax (net) eis. sisce crs enietoalele sole Sore eve eat cloerae teiete 580-0 592-0 12-0 
Other'excise taxes... 7. st one ere eee ene eater 285-0 290-0 5-0 
BMiscellancous taxes isc samen soars ee Oe eee ee 10-0 14-3 4-3 
Total tax: revenuesiiscrecroc cease wie sae ciemen ciecieres <6 4,108-0 4,009-0 —99-0 
Non-tax revenues...........00000% Se Dayan ee ae 290-0 317-4 27-4 
Lotaliondinary rovenllessaeecrentreciedee teeters 4,398-0 4,326-4 —71-6 
Special receipts/and creditssussa.e eee oe iereeaeerieee 75-0 73-7 —1-3 
otal budgetary reventies-e.csuces ae een ieee ts 4,473-0 4,400-1 —72-9 


The revenue from personal income tax was $61 million or nearly 5 per 
cent less than the budget forecast. The deficiency is due mainly to the fact that 
refunds of tax were considerably more “han expected. 


Corporation income tax collections are approximately $35 million less than 
the budget forecast which was based on the assumption that 1953 profits would 
be larger than in 1952. Preliminary indications are that 1953 profits did not 
reach the expected level. 


Customs duties yielded approximately $13 million more than the budget 
forecast. This is attributed to record values of imports in the early months of 
the fiscal year. 


Revenue from excise duties fell short of the budget forecast by about 14 
per cent. This difference arises from a combination of causes of which the 
most important is the fact that the budget forecast was based on an estimate of 
receipts in 1952-53 which turned out to have been too high. In addition the use 
of malt did not increase in step with the increase in beer sales resulting in the 
revenue from this source falling below expectations. Finally the reduction in 
the excise duty revenue from tobacco products as a result of the reductions in 
the tax on cigarettes announced in the 1953 budget was greater than anticipated 
although this was partly offset by higher revenues from the excise tax on cigarettes. 


eee ee Gk ae a LR ee ee Re ee Re a ee ee ee ee 
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Sales tax exceeded the budget forecast by about $12 million or 2 per cent. 
The strength of this revenue source in 1953-54 is indicative of the high level of 
consumer spending. 


The excess of non-tax revenues over the budget forecast is attributable 
largely to the fact that revenues from return on investments were much larger 
than anticipated, reflecting the increased earnings of the Bank of Canada for the 
calendar year 1953, and the fact that profits of Canadian Arsenals Limited and 
Central Mortgage and Housing Corporation which in 1952-53 were credited to 
“Special receipts and credits” were in 1953-54 included as ‘‘Return on invest- 
ments. 


While special receipts and credits are very difficult to estimate with any 
high degree of accuracy, the budget forecast of $75 million for 1953-54 appears to 
have been very close to the actual amount received. 


B. EXPENDITURES 


The table which follows presents a comparative summary of estimated 
expenditures by departments and principal purposes for the fiscal year 1953-54, 
with actual expenditures for the preceding fiscal year. 


TABLE VII 


StaTEZMENT oF ExpeNDITURES BY DEPARTMENTS AND Masor CLASSIFICATIONS 
FOR THE YEARS ENDED Marcg 31, 1954 anp Marcg# 31, 1953 


(In millions of dollars) 


Fiscal Year Ended March 31 
Sven ei ) 
1954 ecrease (— 
(Estimated) 1953 


Amount Per cent | Amount | Per cent | Amount | Per cent 


iNamonaleDotence. ane. access ceases 1,839-7 41-9 | 1,882-4 43-4 —42-7 —2-3 
Detence Production. ..ccesesns seen ue 9-9 1-1 88 - 2-0 —38-9 —43-8 
5 1,889-6 43-0 1,971-2 45-4 —81-6 —4+1 
Public Debt Charges— 
Interest on public debt............... 476-7 10-9 451-3 10-4 25-4 5-6 
Other debt charges............00ce00: 19-7 6-4 | 13-6 0-3 6-1 44-9 
496-4 11-3 L64°9 10-7 81-5 6-8 
Provincial subsidies and tax rental | 

payments (including transitional 

grant to Newfoundland).............. 338-1 7:7 | 338-7 7°8 —0-6 —0-2 
Government contributions with respect 

to civil service superannuation account. 54-5 1-2 38-8 0-9 15-7 40-5 
Provision for reserve for possible losses 

on ultimate realization of active assets. 50-0 1-1 75-0 ee —25-0 —33-3 
Hararly pliawances! ess-o5 seas see oa 350°1 8-0 334-2 o-7 15-9 4-8 
Unemployment Insurance Act—Admin- 

istration and Government's contribu- 

VGH ee aie Sook Srnec be 58-2 1-3 56-2 1-3 2-0 3-6 
DPVICUULMPO Re itis loves said en aoe 109-3 2-5 106-7 2-5 2-6 2-4 
Canadian Broadcasting Corporation..... 24-8 0-6 8-2 0-2 16-6 202-4 
Citizenship and Immigration........... 25-9 0-6 23-6 0-5 2°3 9-7 
HISternal ATTAINS os o, oievs wo loa sierxd fxs clo'e 45-4 1-0 39-3 0-9 6-1 15-5 
BENANGE eee Re fi Ai esa hanes oe 30-3 0-7 29-5 0-7 0-8 2-7 
Mines and Technical Surveys..........- 37-5 0-9 29-7 0-7 7-8 26-3 
oe poh and Welfare. eee 80-5 1-8 72-4 1-7 8-1 11-2 
National Research Council an tomic 

Energy Control Board.....s.-.sse0e0 28-2 0:7 28-3 0-7 —0-1 —0:4 
National avenue coun. aSecks xe ocre 50-1 1-1 47-3 1-1 2°8 5-9 
Northern Affairs and National Re- i 

BOT RBR cere na lie a ie clearest a hemes 19-5 0-5 19-5 0-4 
OES Ee ee airs so ae o> x ried 114-0 2-6 105-6 2-4 8-4 8-0 
SUD Workgeriee vee, sono ewe mee 114-5 2-6). 97-9 2:3 16-6 17-0 
Royal Canadian Mounted Police........ 34-0 0-8 31-1 0-7 2-9 9-3 
Tradoland Commerce... cs <-+1n0ns200 16-7 0-4 16-5 0-4 0-2 1-2 
ETAT ERENCE NN Nn alc r dk or ae 120-2 2-7 103-9 2-4 16-3 15-7 
Veteran A Matta 86. boi. ickv nates senty 239-8 5-5 241-4 5-6 —-1-6 —0:7 
Other Departments.........0-2.0000005 62-4 1-4 57-4 1:3 5-0 8-7 

rated Sokal ivcuxte.<c0yo3<in ed 4,390-0! 100-0! 4,337-3! 100-0 52-7 1-2 
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National Defence and Defence Production 


Canada’s expenditures for defence comprise the expenditures of the Depart- 
ment of National Defence and the Department of Defence Production. 
Estimated expenditures of the Department of National Defence for the fiscal 
year 1953-54 were $1,839-7 million as compared with $1,882-4 million for 
1952-53, a decrease of $42-7 million, while expenditures of the Department of 
Defence Production were $49-9 million, a decrease of $38-9 million. Consequently, 
the combined expenditures of the two departments amounting to $1,889-6 
million for the year under review are $81-6 million less than the total of $1,971-2 
million for 1952-53. Defence expenditures constituted approximately 43 per 
cent of all government expenditures in 1953-54, and were, by a considerable 
margin, the largest class of government expenditure. 


The following table shows a comparative summary of expenditures for the 
two departments for the last two fiscal years: 


TABLE VIII 


DereNce ExpENDITURES FOR THE FiscaL YEARS ENDED 
Marca 31, 1954, anD Marca 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 
one or 
1954 Decrease (—) 
(Estimated) 1953 
Department of National Defence— 
ATINY BOEVICES: ic. yeacww- au oer ic vie tudes site iale rae Qe slaves ataie ss 407-2 516-1 —108-9 
NAVY SCEVICES ). Sts ckicu te cite rere nie Se eee sera are ne ets 264-5 260-3 4-2 
ATT SOT VICES) sacle seres ata Mecieret ei cietthe oe Sinai re cata metres 745-2 768-0 —22-8 
1, 416-9 1,544-4 — 127-5 
Defence research and development..............2.-+-00: 43-8 43-0 0-8 
Government's contribution to the permanent services 
PENSION ACCOUN Eyes cc ce hose eeeteins Se rare Se eres 35:3 30-0 5-3 
Mutual aid to WAT O countricssccecs scene mie aac 309-2 235-1 74-1 
Contributions toward military costsof NATO.......... 12-0 11-3 0-7 
Admuinistrationand generalve auccseeenies weer sae 22-5 18-6 3-9 
1,839-7 1, 882-4 —42-7 
Department of Defence Production— 
Capital assistancese ssn secs cetian duane a trenrarnaeye 39-5 79-1 —39-6 
Aanamistra tian and) gonerdly sn eesaeid oaciteee eee 10:4 9-7 0:7 
49-9 88-8 —88-9 
1,889-6 1,971-2 —81-6 


Total expenditures for the army, navy and air services were $1,416-9 mill! on 
for 1953-54 as compared with $1,544-4 million for 1952-53, a decrease of $127-5 
million. Expenditures for defence research and development, at $43-8 million, 
were slightly more than for the preceding year. 


The Government’s contribution to the permanent services pension account, 
which is equivalent to 12 times the contributions for permanent services 
personnel, was $35-3 million for 1953-54, or $5-3 million more than the amount 
contributed in 1952-53. Of the expenditures for 1953-54, $30-6 million relates 
to eurrent contributions and $4-7 million to contributions for arrears. In 1952-53, 
the corresponding amounts were $25-2 million and $4-8 million, respectively. 


_ Expenditures under the Mutual Aid programme which are authorized by 
Section 3 of the Defence Appropriation Act, 1950, are expected to amount to 
$309-2 million in 1953-54, an increase of $74-1 million over 1952-53. Under 
the provisions of this section of the Act, defence equipment and supplies are 
transferred from Canadian stocks to other parties to the North Atlantic Treaty. 
Che value of equipment and supplies acquired by the services prior to March 
31, 1950, and transferred as Mutual Aid, is charged to this appropriation and 
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credited to a special defence equipment replacement account. The value of 
the equipment is based on its estimated replacement value. In accordance 
with the provisions of Vote 241 of the Appropriation Act, No. 3, 1953, 
where equipment and supplies acquired for the services since March 31, 1950, 
are transferred: as Mutual Aid, their estimated replacement value is credited to 
the appropriate service allotment instead of being paid into the replacement 
account, and may be expended during the current fiscal year for the purposes of 
the Canadian forces. The expenditure of $309-2 million in 1953-54 consists of 
approximately $77-9 million for equipment and supplies transferred from 
Canadian stocks to North Atlantic Treaty countries and $231-3 million for 
direct cash outlays for Mutual Aid by the Government of Canada, representing 
costs ineurred in acquiring and supplying new military equipment to parties to 
the North Atlantic Treaty and in the training in Canada of aircrews from allied 
countries. In 1952-53, stock transfers amounted to 855-5 million and direct 
aid to $179-6 million. 

Contributions made by Canada towards the military costs of NATO are 
charged to the National Defence appropriations. These payments comprise 
Canada’s share of the NATO military budgets and of infrastructure costs. 
The percentage share borne by each nation is established in the North Atlantic 
Council, subject to ratification by the respective governments. Expenditures 
during 1953-54 for this purpose were $12 million, as compared with $11-3 million 
for 1952-53. 

Expenditures for the Department of Defence Production were $49-9 million 
for 1953-54, a decrease of $38-9 million from the total of $88-8 million for the 
previous year. Capital assistance to private contractors, Crown plants operated 
on 2 management fee basis, and Crown corporations undertaking contracts 
essential to the defence programme, totalled $39-5 million, as compared with 
879-1 million for 1952-53. Administration and general expenditures of the 
Department were $10-4 million, an increase of 80-7 million over the previous 
fiscal vear. 

In addition to the foregoing budgetary expenditures, the Department of 
Defence Production has made cash outlays from the defence production 
revolving fund for the procurement of materials for use in the manufacture 
of defence equipment. For purposes of accounting and control, materials so 
acquired are treated as assets in the books of the Government until they 
are billed to the Department of National Defence or sold to defence contractors 
for use in the manufacture of defence equipment. It is estimated that the net 
cash position of the fund in 1953-54 was reduced by $17-1 million, as compared 
with a net increase of $19-7 million in 1952-53. 

The replacement of equipment and supplies acquired by the Department 
of National Defence prior to March 31, 1950, and subsequently transferred to 
parties of the North Atlantic Treaty Organization, also involved cash outlays 
which were not reflected as budgetary expenditures. The cost of such replace- 
ment is charged to the defence equipment replacement account, which is 
credited with the estimated value of the defence equipment and supplies, when 
these are transferred from Canadian stocks to NATO countries. Transfers 
to this account during 1953-54 were $77-9 million, and it is estimated that 
$36-5 million was disbursed for the purchase of replacement equipment and 
supplies. Fhe balance of the account at March 31, 1953, was $271-1 million, 
and, as a result of the past year’s operations, a total of $41-4 million has been 
added to this account, bringing it up to $312-5 million as of March 31, 1954. 


In addition to the foregoing, there is provision under Section 11 of the 
National Defence Act for the sale of materiel not immediately required for the 
use of the Canadian forces or the Defence Research Board to such countries 
and upon such terms as the Governor in Council may determine. The proceeds 
of sale are credited to a special account to be used for the procurement of materiel. 
Credits to the renlacement of materiel account in 1953-54 totalled $15-7 million, 
while $3-7 million was withdrawn therefrom. 
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The net effect of the defence programme upon the Canadian economy, is 
a combination of the net cash outlays from the defence equipment replacement 
account, the replacement of materiel account and the defence production 
revolving fund, together with the net cash budgetary expenditures of the Depart- 
ments of National Defence and Defence Production. This net cash outlay 
for defence amounted to $1,819-1 million in 1953-54, a decrease of $86-7 million 
from the corresponding total in 1952-53. 

The following table presents a summary of the cash disbursements for 
defence for the last two fiscal years: 


TABLE IX 


CasH OuTLAys FoR DEFENCE FOR THE Fiscat Years ENDED Marcu 31, 1954 
AND Makxrcu 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increaso 
<a ee or 
1954 Decrease(— 
(Estimated) | 1953 bea 


Budgetary Expenditures— 
Departmentiot Nationale Defencesas cscs esas = cere 1,839-7 1,882-4 —42.7 
Department of Defence Production..............c.ee0e: 49-9 | 88-8 --38-9 


1,889-6 1,971-2 —81-6 
Less: Value of military equipment and supplies transferred 
from existing Canadian stocks to NATO countries (in- 


cluded in budgetary expenditures)............--eeeeeee: 77-9 55-5 22-4 
1,811-7 1,915-7 —104-0 
Disbursements from: 

Defence equipment replacement account................ 36-5 —14-2 50-7 

Replacement of matcriel account (Sec. 11, National 
‘Defenes*Act;)) (net) vecu. aeeoe ae tae oee weet omnes —12-0 —15-4 3-4 
Defence production revolving fund (net)...............-. —-17-1 19-7 —36-8 
7-4 —9-9 17-3 
INet-cash outlay for défence.. saan edie tienes satecers 1,819-1 1,905-8 —85-7 


PRINCIPAL CLASSES OF BUDGETARY EXPENDITURES 
MILLIONS OF DOLLARS FISCAL YEARS ENDED MARCH 31 MILLIONS OF DOLLARS 
DEFENCE 
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sion payments out of the old age security fund. 
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Public Debt Charges 


Public debt charges in 1953-54, as in 1952-53, constituted the second largest 
item of government expense. The total of $496-4 million for the year under 
review represented 11-3 per cent of total budgetary expenditures compared 
with a total of $464-9 million or 10-7 per cent in 1952-53. 


Interest on the unmatured funded debt was $412-3 million compared with 
$393-+1 million in 1952-53. All of this increase of $19-2 million is attributable to 
interest on debt payable in Canada. A substantial increase in the amount of 
Canada Savings Bonds outstanding and an increase of approximately 0-1 per 
cent in the average interest rate account for the greater part of the increase. 


Interest on deposit and trust accounts is expected to show a small increase of 
$0:2 million over the previous year, while interest on insurance and pension 
accounts, estimated at $61-3 million, is $6 million higher than in 1952-53. Of 
this latter increase $2-4 million is in respect of government annuities, $1-4 
million is on civil service superannuation account and §1-9 million on permanent 
services pension account. 


Other public debt charges are estimated at $19-7 million, an increase of 
$6-1 million over 1952-53. The greater part of this increase is due to an increase 
in the annual. amortization charge for discount and commissions on previous 
bond issues. 


The following table presents a comparative summary of public debt charges 
for 1953-54 and the corresponding figures for the previous year. 


TABLE X 


INTEREST AND OTHER Pusiic Dest CHARGES FOR THE Fiscan YEARS ENDED Marcu 31, 1954, 
AND Marcnx 31, 1953 


(In millions of dollars) 


Fiscal Year Ende‘ 


March 31 Increase 
— ——<—<—<—$<—<————————— or 
1954 z Decrease (—) 
(Estimated) 1953 
eee oh = 
unde ebt and Treasury Bills— 
Payable In Ganadas cy ces scales soso) os csletwen tes 400-8 381-6 19-2 
Set a in cei gig Ae aries tol | Se elites ae che erelas 
le in N KOplcete eae cae ieee rnp Naseem tess . uD a eemercnecenis 
ayable in New Yor 412.3 a ve 
Deposit and Trust Accounts,...-...0cccccosssvvcveneces 3-1 2-9 0-2 
_Insurance, Pension and Guaranty Accounts..........-.-- ie . oe 
Total Interest on Public Debt..........-sccccceeess 476-7 451-3 25-4 
Annual amortization of bond discounts and commissions.... 17-8 12-0 5-8 
Rorvicing of Public Debt........sceeeeseee ee eee eee eeeeee ee ee re a 
ost of issuing Dew loanS....c..esecscececccoceessescerreres Ae oie te 
Total Public Debt Charges.......0.ceccscsceseseces 496-4 464-9 31-5 
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Subsidies and Tax Rental Payments to Provinces 

Payments to the provinces during 1953-54 for statutory subsidies, rentals 
under the tax rental agreements, the transitional grant to Newfoundland, and 
the transfer of certain public utility tax receipts, were soa 1 million compared 
with $338-7 million in 1952-53. 

A comparative summary of the payments for the two years is given in the 
following table: | 
TABLE XI 


SussIpIES AND Tax RENTAL PAYMENTS TO PROVINCES FOR THE FiscaL YEARS ENDED 
Marca 31, 1954 anp Marcu 31, 1933. 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
—- or 
1954 Decrease (—) 
(Estimated) 1953 
Rentals under tax rental agreements c, 49, Statutes of 1952.... 309-2 284-8 24-4 
Rentals under tax rental agreements c. 58, Statutes of 1947....}.............. 23-8 —23-8 
Statutory subsidies. os sassece cies roses rowiaisie eiie ateaiensiolers 20-1 20-1 
Transitional grant to Newfoundland.............0.sceseeees 4-8 5-6 —0-8 
Transfer of certain public utility tax receipts—sec. 7, c. 58, 
Statutes ol 194755 caianc.ccmite ate ctrec oie wecwareirestasioe este tae 4:0 4.4 —0-4 
338-1 338-7 


—0:6 


The total paid as subsidies and tax rental payments in 1953-54 is almost 
exactly equal to that paid in 1952-53 despite the fact that tax rental payments 
in 1952-53 included the final quarterly instalment under the old 1947 agree- 
ments as well as a full year’s rental payments under the 1952 agreements. 


The payments under the 1952 tax rental agreements in 1953-54 were $24-4 
roillion greater than in the previous year reflecting the increases in provincial 
populations and gross national product per capita in 1952 over the base year 1948. 


Statutory subsidies in 1953-54 were unchanged from the previous year, both 
years’ payments being based on the 1951 census totals of population. 


The amount of public utility tax receipts transferred to the provinces is 
expected to be $0-4 million less than in the previous year. Section 7 of the 
Dominion-Provincial Tax Rental Agreements Act, 1947, authorized the pay- 
ment to the provinces, whether participating in the agreements or not, of a 
portion of the income tax collected from corporations, whose main business was 
the distribution to, or the generation for distribution to, the public of electrical 
energy, gas or steam. Provision for similar payments was also made in the 
Tax Rental Agreements Act, 1952. 


A summary of payments, by provinces during 1953-54 is given in the fol- 
lowing table: 
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TABLE XII 


SctssipIes AND Tax Renta Payments To Provinces ror THE Fiscat Year Enpep 
Marca 31, 1954 


(In millions of dollars) 


| Rentals 


ait under Transi- 
—_ Peres | 1952 tional Total 
Tax Rental Grant 
Agreements 
eae gaia’ Saas pe ee ———— 

| 
ROMIOUI AM ef oh 'ctos setae es cig /enineisunie seen ss 1-6 | 11-8 4-8 18-2 
DVO VATS COUR Rie cine sao os eels ioe sees teneeae cee ne ee 2-1 DS al ea aarinerice 21:6 
IPTINCOGWATG TALANG > ssn ssenreieiees cedee vcrewin na eae 0-7 | S27 |sSvcaecmaces 4-4 
IND We SEED SWIC une rarer stor oe ona eieteiae ici weet acleieton 1-7 Gs 2a a hosters 17-9 
er esta e riers tee tie aic oe saab ete nee wis'aiae pees ES Bet Meo orb orksnt  pmaeac nce 3-3 
CSA TIO ee eters einle cheese unie ale Maal oko eeasasmidare oan 3-6 pee ee al Bee anne 138-0 
AU ATHEO DA eee tee ce ree class ices 5 avec ote home ere e es 1-7 | DO EO cro pcre 26-7 
SAS A CCT VEE TL ea aicen Sins cis asic in: el avis laleveve7vavelenaevs ose 2-0 25:3) Sladeseeeoe ces 27°35 
Albertaaec «os BC Se SOE IER OE eee r ee 2-1 20S eis enters 31-9 
Britis Be Olimpia: on eriniacwe easements ene eoetetes 1-3 CG tl eee en bia 44-8 
20-1 | 309-2 4-8 334-1 

Transfer of certain public utility tax receipts (Sec. 7, | 
GRAD AOS MO UALULEG OL LOS7) Acne ce dace citiee odes coms |enee ccs sek ! nies taker ale eiare sine ell eteceemelanciorea at 4-0 
= 338 +1 


Government Contributions to the Civil Service Superannuation Account 


It is estimated that $54-5 million will be charged to expenditures in 1953-54 
in connection with the civil service superannuation account, an increase of 
$15-7 million compared with $38-8 million charged in 1952-83. 


The government contributes in each fiscal year an amount equal to the 
estimated payments by individual contributors in the previous year in respect 
of current and prior service. The government’s contribution for 1953-54 is 
estimated at $16-5 million compared with $13-8 million in 1952-53. 


In addition, $38 million is included in the year’s expenditures representing 
the amount required to cover the additional liability created by the general 
increase in civil service salaries effective December 1, 1953. 


Provision for Reserve for Possible Losses on 
Ultimate Realization of Active Assets 


An amount of $50 million is included as an expenditure in the government’s 
accounts as an addition during the fiscal year 1953-54 to the general reserve for 
possible losses on the ultimate realization of active assets. It is intended, 
however, to write off $99-5 million, the amount of temporary loans made by 
the Minister of Finance to the old age security fund in 1952-53, against this 
reserve. This will leave the balance in the reserve at the end of the fiscal year 
at $496-4 million which is equivalent to 6-8 per cent of the aggregate active 
assets. 


Family Allowances 


Family allowances are payable in respect of all children under’ sixteen 
resident in Canada, with minor exceptions such as in the case of children of 
immigrants who have to reside in Canada a year before an allowance is payable. 
The monthly allowance is $5 if the child is less than six years of age; $6 in the 
age group 6 to 9; $7 in the age group 10 to 12; and $8 in the age group 13 to 15. 
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For 1953-54 family allowance payments are estimated at $350-1 million 
representing 8 per cent of the total expenditures compared with $334-2 million 
or 7-7 per cent for 1952-53. The increase of $15-9 million reflects the increase 
in the number of children. 


The following table presents a comparative summary of family allowance 
payments by provinces for the last two fiscal years: 


TABLE XIII 


Famity ALLOWANCE PAYMENTS FOR THE Fiscan Years Enpzep Marc# 31, 1954 
AND Marcu 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 


March 31 
a mana eer gaa Increase 
1954 a 
(Estimated) 1953 

Newiottud lartdisscrascrinc ste s oreo ae roerovemnieits cise eronteere sate 11-4 11-0 0-4 
Nowa SCO taco ct oc bitielon nic Woe rcicie ws ais oe Se minee eileen cine cere 16-7 16-3 0-4 
Princesa ward, [sland sacce ce ae lerraneisi sine ere certinle dima aictn eles 2-5 2-5 
Ie wu rin swale ace area z ctctorereves era w alevoraia ole catalorsie site ate te Sroure 14-7 14-3 0-4 
QDUCSDEGs saree en cree sia elste oral sioibwe Ole eeisle Oe Sree oe oe Dieraseramebierstere 111-5 107-1 4-4 
ONCE OL sa crcrevarcecakerst ereveceetaie aces ra De ete e eae latadeters tase ielotaretetpaten eters 104-6 98-3 6-3 
Manitoba.<ctic, se decade us career eae ae pulew droaieate nts 17-9 17-3 0-6 
Saskatche wanes mainte ceitraeta st rece marines 20-2 19-7 0-5 
AD Orta noes teenies etnies aul iene aes roe 23-9 22-6 1:3 
Pritish Columbia, ans steve coer ee o siee We mine einioe Ailes wine 26-0 24-4 1-6 
Northwest-and Yukon Territories. os eee oes se ceieicene nies 0-7 0-7 

350-1 334-2 15-9 


Unemployment Insurance Act Administration and Government’s Contribution 


Expenditures for 1953-54 in connection with the Unemployment Insurance 
Act (excluding the government’s payment as an employer) are estimated at 
$58:2 million compared with $562 million in 1952-53, an increase of $2 million. 


Unemployment insurance benefits are not charged directly to budgetary 
expenditures. The Unemployment Insurance Fund, from which such benefits 
are paid, is financed by contributions from employers and employees, by interest 
earned on investments, and by the government’s contribution of an amount 
equal to one-fifth of the combined employer-employee payments. 


For 1953-54, the government’s contribution to the Fund is estimated at 
$31-9 million, an increase of $0-8 million over the total of $31-1 million in 1952-53. 
Administration costs are estimated at $26-3 million or $1-3 million more than 
the total of $25 million for the previous fiscal year. 


Agriculture 


The Department of Agriculture expenditures for 1953-54 are estimated 
at $109-3 million an increase of $2-6 million compared with expenditures of 
$106-7 million in 1952-53. The net increase of $2-6 million reflects an increase 
of $5-3 million in the operating losses of the Agricultural Prices Support Board, 
decreases of $3-7 million in freight assistance on western feed grains, and $1-5 
million in premiums on hog carcasses and other smaller changes. 


Te a ee a ee 
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The following table presents a comparative summary of the expenditures 
of the department for the last two fiscal years: 


TABLE XIV 


EXPENDITURES OF THE DePpaRTMENT OF AGRICULTURE FOR TEE Fiscan Years ENpep 
Marca 31, 1954, anp Marcu 31, 1953 


(In millions of dollars) 


Viseal Year Ended 
March 31 | Increase 


or 
| Decrease (—) 


1954 = 
(Estimated) | 1952 

Operating losses of the Agricultural Prices Support Board.... 37-8 32-5 5-3 
Freight assistance on western feed grains..............2eecc 17-0 20-7 —3-7 
Rehabilitation and reclamation projects..............cne00- 14-8 13-9 0-9 
Pretnium on hog carcasses including administrative costs... .| 4-9 6-4 —1-5 
PeXpereeneeal iarMs SArVACE s .joe <ia.c «sie kolo nem avaesienyeeuis 8-7 8-3 0-4 
BSTRSINEE SAECO Net ee oe rose crsiale ng Ooi orciors cen eutin elie su bd ealee AeneN 9-0 8-1 0-9 
Brae cae DAGON WaT CO MLA X alata ier Valle sh ortacae Bay cae aaia eae ane 9-7 9:3 0-4 
Mera iss ASOT WAGE oe ape Rn e257 aoe tera) shaven dvatenists a eraietaua i A oRtORa p 4-4 4-8 —0-4 
Departmental administration and sundry................... 3-0 | 2°7 0-3 

109-3 | 106-7 2-6 


Canadian Broadcasting Corporation 

Expenditures by the Government of Canada in respect of the Canadian 
Broadeasting Corporation are estimated at $24-8 million for the current fiscal 
year an increase of $16-6 million compared with expenditures of $8-2 million in 
1952-53. As proposed in last year’s budget the Canadian Broadcasting Act was 
amended to provide that the corporation in future would receive an amount 
equivalent to the collections on the 15 per cent special tax imposed on radio 
and television sets, tubes and accessories. For the current fiscal year, this amount 
is estimated at $16-5 million consisting of $11-5 million in respect of television 
and $5 million in respect of radio. Also, as announced in last year’s budget 
speech, the Order in Council under the Radio Act setting the licence fee at $2.50 
for private radio receiving sets was revoked as of April 1, 1953. Consequently, 
in 1953-54 only S0-3 million was collected and turned over to the corporation 
compared with $5-4 million in 1952-53. Collections in the latter period were 
derived mainly from private radio station broadcasting licences. 


The following table presents a comparative summary of expenditures of 
the last two fiscal years: 
TABLE XV 


EXPENDITURES IN Respect oF THE CANADIAN BROADCASTING CoRPORATION FOR THE FiscaL YEARS ENDED 
Marca 31, 1954 anp Marc# 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 


or 
Decrease (—) 


1954 = 
(Estimated) 1953 

Buln rostcRStiny Service of occ.udesine cee scinve ciem a cueweuies 6-2 6-2 
International shortwave broadcasting service............... 2-1 2-0 0-1 
Payments to the corporation of amounts equal to tax collected 

under the Excise Tax Act in respect of radio and television , 

B2tS RNG SQUIPIMICD ES... ..ccc sane revescicd vacewseserny seas 16-5 | Sere oe 16-5 

24-3 | 8-2 | 16-6 

_ on 


In addition, a loan of $4-7 million was made to the Corporation in 1953-54 
to cover the costs of television installations and to support the development of 
the service. This brings the total of loans to the Corporation to $16 million; 
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$6-7 million of this amount is in respect of television. Interest at various rates 
is bone paid semi-annually by the corporation to the government and is included 
in non-tax revenues under “Return on Investments”. 


Citizenship and ee se 

Expenditures of this department are estimated at $25-9 million for 1953-54, 
an increase of $2-3 million over the total of $23-6 million in 1952-53. The 
increase is almost wholly accounted for in the os dass of the Indian Affairs 
Branch. 

The following table presents a comparative summary of expenditures 
for 1953-54 and 1952-53: 


TABLE XVI 


C1TIzENSHIP AND IMMIGRATION EXPENDITURES FOR THE FiscaL YEARS ENDED 
Marcu 31, 1954 anp Marcx 31, 1953 


(In millions of dollars) . 


Fiscal Year Ended | 
March 31 | Increase 
se —_— r 
Decrease (—) 
| (Estimated) 1953 | 
DSifel he oe Udit: bid Breyarige AOA OIA A OIE Ro IMEC A emer tor Euan 16-7 15-2 1-5 
PMmimigrationcececs ites re ee ees ene ieee na = | 7-5 rie! 0-4 
Citizenship and Citizenship Registration.................-.. 0-7 0-5 0-2 
Adiministrationand (generale cceaviscioertecvine ticees eo ciao as 1-0 0:8 0-2 
| 25-9 | 23-6 | 2.3 


External Affairs 


Expenditures of the Department of External Affairs for 1953-54 are esti- 
mated at $45-4 million, an increase of $6-1 million over 1952-53. Assistance 
to other countries directly or through international organizations is estimated at 
$31-4 million, an increase of $4-8 million. The principal item in this category 
is an amount of $25 million provided under the Colombo Plan for grants te assist 
in the economic development of countries in South and South-East Asia. A 
similar amount was provided in 1952-53. The increase of $4-8 million in assist- 
ance to other countries is due chiefly to the eee for a gift of wheat as a 
contribution towards the relief of famine in Pakistan. 


The table which follows presents 4 comparative summary of the expenditures 
of the department for the last two fiscal years: 


TABLE XVII 


EXPENDITURES OF THE DEPARTMENT OF EXTERNAL AFFAIRS FOR THE Fiscat YEARS ENDED 
Marcu 31, 1954 anp Marce 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 


mes or 
| (Estimated) 1953 eatae 
Assistance to other countries..............cccccsecccevccteece 26-6 4-8 
Canada’s assessment for membership in international or 
commonwealth organizationS............sesscccscsccecs 3°5 

Ragresentation abroad ais. ns cséc oss cao neuen naenceys ee 5-5 1-0 
Administration and general expenditures..............+eeee 3-7 0-3 

39-3 6-1 
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Finance 

The major items of expenditure of the Department of Finance have been 
dealt with under the headings “‘Public debt eee ’, “Subsidies and tax rental 
payments to provinces’, “Provision for reserve for possible losses on the ultimate 
realization of active assets” and “Government contribution to the civil service 
superannuation account’’. 

In addition, other es of the department for ee o4 were $30-3 

nuillion compared with $29-5 million in 1952-33. 

The following table presents a comparative summary of fe Auiend nares 

for the past two fiscal years: 


TABLE XVIilI 


GENERAL AND ADMINISTRATION EXPENDITURES OF THE DEPARTMENT OF FINANCE 
FOR THE Fiscan YeEaRS ENDED Marcu 31, 1934 ann Marcu 31, 1953 


(In millions of dollars) 


| Fiscal Year Ended 
| March 31 Increase 
— oe a ane -} “ or ( 
195 aa ecrease (—) 
(Estimated) 1953 
= He i 
Office of the Comptroller of the Treasury—Administration 

REDS Se setae fy as oe rales Ee I vot onion 6s Br aite whe pore sehetere obser eusteiehs 13-8 13-3 0-5 
NERS AU SUIOT SUELO vx.t 18s Ragneee mucy oreo cre hetord cae heels 5-2 5-1 0-1 
(rants to municipalities in lieu of taxes on federal property. 3-0 | 2-6 Q-4 
Government contribution as an employer to the Unemploy- 

TARE Slat ed ENT aevon I RaONeZo lees Maly een hens olde Momento Datta Rae re 1-1 1-1 

lerat government share of claims—Rimouski and Cabano 

FESR, at os Fore EOE ESI DOE Os VOL IO OES lore ne NPR 0-3 —0-3 
'mplementation of guarantees—Ming Sung Industrial Co. 

1 GIs |e oe CO oo ge kOe, Se Senn Sa 8 (3) 2 A Sere desea Mes 1-6 1-7 —0-1 
Grant to the Canadian National European Flood Relief Fund;............-. 1-0 —1-0 
Departmental administration and general...............-05. 5-6 4-4 1-2 

| 30-3 | 29-5 | 0-8 


Mines and Technical Surveys 

Expenditures of the Department of Mines and Technical Surveys were 

837-5 million for 1953-54 compared with expenditures of $29-7 million for 

(952-53. The increase of $7-S8 million is due mainly to increases of $3-3 million 
iu payments under the Emergency Gold Mining Assistance Act and of 33-5 
million in the expenditures of the Dominion Cos. Board. 

A table showing a comparative summary of expenditures for the fiscal years 
1953-54 and 1952-83 follows: 

TABLE XIX 


Mines aND TecHNIcAL SuRVEYS EXPENDITURES FOR THE FiscaL YEARS ENDED 
Marcu 31, 1954 anp Marcu 21, 1953 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
— . or (-) 
1954 = ecrease (— 
(Estimated) ites 
Emergency Gold Mining Assistance..........0.+eeeeeeeeeeee 14-5 11-2 3-3 
Pitas Xorg SS ORTE en eon oe Ceiers he is cetoe as male me iste Spies 10-0 6-5 3-5 
Surveys and Mapping including Air SurveyS.........-+se+ee: 7-1 6-5 0-6 
Mines PSPs er i ee Nee tora nia ried ors gaia oils wt eae see's 2:6 2-5 0-1 
SCOR OAL Patina h OLA AUR Pe ts a8 cde cn eiee Moria aime neer 2-0 1-8 0-2 
FH et petted SINT PONOTAL eco ce ae usemeeidahele ere eames © 1-3 1-2 0-1 
37-5 29-7 7-8 
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National Health and Welfare 


Family allowance payments, because of their importance, have been dealt 
with in preceding paragraphs of the white paper. Other expenditures of the 
Department of National Health and Welfare are estimated at $80-5 million for 
1953-54 compared with $72-4 million in 1952-53, an increase of $8-1 million. 


The following table presents a comparative summary of these other expend- 
itures of the department for the last two fiscal years: 


TABLE XX 


Nationa, HEALTH AND WELFARE EXPENDITURES FOR THE Fiscan YEARS ENDED 
Marcu 31, 1954 anp Marcu 31, 1953 ; : 


(In millions of dollars) 


a 


Fiscal Year Ended 


March 381 Increase 
-——— ; ree 5 or 
5 z ecrease (—) 
(Estimated) 1953 
Generaluhealtitgranta..- aise eeeoeiel Mart oereloiniere <acie seal ofetaier sis 28-9 27-3 1-6 
Old awe ASSIStAN CO iia cccce a cite ciorc a cosrin cle cardi Fis et¥e slatayerclovere meyers 20-6 19-1 1-5 
Allowances TOs lind persons cis weldeieiceis tessa iaretetertaretelerelslele 3-0 3-0 

Indians and) Fiskimos healtiy services: ..)-cc ss cose neces © 14-9 12-9 2-0 
Othe Health: Servicesisd fsa aarclelenste stare: comlarerey te el starela stale svetcte siete 5-8 4-5 1-3 
Civil defencenpromram mies aes sctanie hie oclelarnere wrelers sere ereelerainy> 3-3 1-7 1-6 
Administration and Coenen asc.s cence reel sniciaceisiaaetsiee 4-0 3-9 0-1 
80-5 72-4 8-1 


General health grants were inaugurated in 1948-49 to assist the provinces 
in hospital construction, the improvement of general health services and the 
control of diseases. Expenditures on account of these services were $28-9 
million for 1953-54, an increase of $1-6 million over 1952-53. 


The following table presents a distribution by provinces of such grants paid 
in the last two fiscal years, together with the total paid from the inception of 
the policy in 1948-49. 

TABLE XXI 


GeneraAL HeattH GRANTS TO PROVINCES 


(In millions of dollars) 


Fiscal Year Total for 
Ended March 31 Increase Fiscal Years 
— Oo 8 or 1948-49 to 
1954 1953 Decrease(—) 1953-54 

(Estimated) : Inclusive 

Wewloundland..; casecon eee tee 0-9 0-8 0-1 3-8 

Nova Scotian: coset en se ene 1:3 Pea sca ae sis ae eees 5-8 

Pring Hdward' Island...) 0... ocasueneen eee 0-2 OcZia leo etae ane meices 1-2 

INGxy ErUNS WiC». Accs an ae ns 1:3 1-1 0-2 5-1 

Quebec..... rarer. a alinhen (ov Feats eon eects ates EST ee 9-0 8-0 1-0 37-1 

On tar iets aacarasan oc buen aeaecee ty nee 7-8 8-3 —0-5 33-1 

Manitoba sso tr ia itso ence ne eee 1-7 1-5 0-2 6-5 

Deskatcho vanes rste city, om ee ee eee 2-0 Zr Ue srw.cieatne cee Nets 8-9 

UG r hee Se radtcae SU ge cot cee ee es Ge 2-2 2-1 0-1 9-1 

British: Colombiaes. seh. 0ce ees cen 2-5 2-0 0-5 11-1 
Northwest and Yukon Territories........... @) (1). Jocecnccecveess (*) 

28-9 27-3 1-6 121-7 


(1) Less than $50,000. 
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Under the Old Age Assistance Act the federal government reimburses the 
provinces by paying 50 per cent of the lesser of 810 monthly or the amount 
of as sistance given by the prov inces in the form of monthly pensions to eligible 
persons in need who were in the age group of 65 to 69. (Under the Old “Age 
Security Act, all persons 70 years and over who satis ‘iv the residence require- 
ments may receive a pension of $40 per month from ‘the federal government 
out of the Old Age Security Fund). Similarly, under the Blind Persons Act, 
the federal government reimburses the provinces for allowances paid toe ligible 
blind persons, in need over the age of 21, but under this Act federal co 
ment is 75 per cent of the total payments. 


Payments by the federal government in respect of old age assistance were 
$20-6 million for 1953-54 compared with $19-1 miliion for 1952-53. Payments 
on account of allowances to blind persons were $3 million for 1953-54, unchanged 
from 1952-53. 


The distribution of these payments in 1953-54, by provinces, is given in 
the following table: 


TABLE XXII 


FEDERAL SHARE OF OLD AGE ASSISTANCE AND ALLOWANCES TO THE BLIND 
FOR THE YEAR DNDED Marcu 31, 193: 


(In millions of dollars) 


Old Age Allowances 


are Assistance nee 

Newfoundland Se Te ee eh) MUD oy oa rats ohh eM a ie teh alae os ohare woh s RESON 0-9 0-1 
TET OX EDS, Sater cen REE RCE Re Eh CP SALISH OT ECE ERTL RTE PRS Tees neo 1-0 0:3 
Pine PSE OHAC EL LSA ee acts ists Sodio Mette wiereiecis © aicinisiane oie Sessa ema tl elareie we ereterass 0-1 (1) 
Bre emis ETDS ANTE: mrt ae etiam een ea och av cells chatauav ste uraraamelca clays als nase 1-2 0-3 
CN SRE PR ee PRINS BAT IRC AS PN Sonate shu a cial ahccele aver ens cava ave. ates tas eee ey 7-2 1-1 
OSES TSU, Uh ania an Meu nae ie SUS GAEDE SI CARSEAT Rick ese en crane oar re 4.9 0-6 
Manitoba Bh ot Aen See Re AR Pryce BR Reo RE SANT RTC teen eee ete Pe PO OD Pert 8 1-1 0-2 
SAEED SATE EAs Peete A Ree RA 2S cc's eth srt arco tt ch chatotaveusieretaratevciayncoestehtintee 1-0 0-1 
PAS MR a ec eee Se ce cpc rh CAR SANS Sie ah Scans milalere = aipichdvaray siete i isudiete eve ce aucuseneimare 1-2 0-1 
British Columbia ae feet aa NE ADU NSA Co ERE MORN AN ghia re ONES ALO 2-0 0-2 
ENGEEMIVESHATC (NUMOn LOrritOrieSs .siccwciers iain cals m ocineemieie nee oeaiaalivn sinisterh nae (1) (4) 
| 20-6 3-0 


(1) Less than $50,000. 


Indian and Eskimo health services were $14-9 million for 1953-54 compared 
with $12-9 million in 1952-53. Other health services totalled $5-8 million, 
up S1l- 3 million from the previous fiscal yea: Of this increase, $0-2 million 
was for immigration medical services, $0-7 million for laboratory of hygiene and 
50-2 million for the administration of various Acts relating to health services. 


Expenditures in connection with the civil defence programme were $3-3 
million for 1953-54, an increase of $1-6 million. 


Administration and general expenditures were $4 million, slightly more 
than the total of $3-9 million for 1952-53. 
National Research Council and Atomic Energy Control Board 


Expenditures of the National Research Council were $15-6 million in 
1953-54 compared with $15-4 million in 1952-55. The expenditures of the 
Atomic Energy Control Board were $12- 6 million for 1953-54, a decrease of 


$0-3 million frorn the previous fiscal year. 
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National Revenue 

Expenditures of this department are estimated at $50-1 million in 1953-54 
compared with $47-3 million in 1952-53. Of the increase of $2-8 million for 
the year, $1-5 million is in respect of the customs and excise division and $1-3 
million on account of the taxation division. 


The following table presents a comparative summary of the expenditures 
of the department for the last two fiscal years: 


TABLE XXIII 


“DepaRTMENT OF NATIONAL REVENUE EXPENDITURES FOR THE Fiscat YEARS ENDED 
Mankcu 31, 1954 anp Marcu 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
— : ———————$—— or 
(Estimated) lal) asia 
Customs and Sxcisexdivislonsccuitersie fel velelalaie wie visteterereG Gare | 27-0 25°5 1-5 
Paxation divisione= sis c.cecaeure eve sce vince seem eee ayes | 23-0 Zhele 1-3 
incometaxrappeal board.< seas arnnee cine Sr elehat tie Sere 0-1 0-1 
| 50-1 47-3 2-8 


Northern Affairs and National Resources 


The Department of Northern Affairs and National Resources was constituted 
in 1953-54 by an Act of Parliament which redefined the duties and functions 
of the former Department of Resources and Development to reflect the growing 
importance of Canada’s northland. Expenditures under the Trans-Canada 
Highway Act, including administration and contributions to the provinces, and 
expenditures for housing, both included in 1952-53 under the Department of 
Resources and Development, have been transferred to the Department of 
Public Works and the expenditures for 1952-53 shown in the table which follows 
have been adjusted accordingly. 


TABLE XAIV 


NORTHERN AFFAIRS AND NATIONAL Resources ExpENDITURES FOR THE Fiscan YEARS ENpeEpD 
Marcs 31, 1954 anp Marcu 31, 1933 


(In millions of dollars) 


Fiscal Year Ended 


March 31 Increase 
aaa or 
1954 : Decrease (—) 
(Estimated) 1953 
National Parke Branch .o.s.ccscanee aoe ee eee 7-3 7-2 0-1 
Engineering and Water Resources Branch..........2.-.seee- 1-3 3-1 —1-3 
Northern Administration and Lands Branch...........e..+- 3-3 3-7 —0-4 
Borestry Branch sq2.2 see eae eee eee Ce 5-0 3:8 1-2 
Canadian Government Travel Bureau............esceeceees 1-5 1-3 ‘ 0-2 
Administration and generals... .cccaoe dese ee ee ee 0-6 0-4 0-2 


a 


_— 


Expenditures for 1953-54 at $19-5 million were the same as those of 1952-53, 
a reduction of $1-3 million in the engineering and water resources branch being 
ofiset by the increase of $1-2 million i in the forestry branch. 


Post Office 

Gross expenditures of the Post Office Department for 1953-54, including 
payments from revenue, are estimated at $132-3 million, an increase of $9- 3 
million over the total of $123 million for 1952-53. Remuneration of post- 
masters and staffs at revenue and semi-staff offices and commissions at sub-offices 
are paid from revenue. These payments, which are included in the total of 
$132-3 million for 1953-54, were $18-3 million compared with $17-4 million in 
1952-53. Disbursements charged to budgetary expenditures are estimated at 
$114 million in 1953-54, an increase of $8-4 million over the previous fiscal year. 

The following table presents a comparative summary of the expenditures 
for the past two years: 


TABLE XXV 


Post Orrice DEPARTMENT EXPENDITURES FOR THE FiscaL YEARS ENDED 
Marcu 31, 195t anp Marcu 31, 1953 


(In millions of dollars) 


| 


Fiscal Year Ended 
aot March 31 Vhevease 
i = F or 
(Estimated) 1953 Decrease (—) 
Charged to Expenditures— 
Operations—including salaries and other expenses of staff 
post offices, district offices and railway mail services: 
and supplies and equipment and other items for 
FEVENUE DOSE OLUICES.c nen sale seen co eacivio sic te isles sie s 65-3 60:7 4-6 
Transportation—movement of mail by land, airand water, 45-1 41-3 3-8 
EAGAN CIS IESEE VICES Osis tise aie e nes Sea ates col lols toese laieieia el arats 2-4 3 2-3 0-1 
Departmental administration and general............... 1-2 | 1-3 —0-1 
114-9 105-6 8-4 
Charged to Revenues— | 
perations—salaries of postmasters and staffs at rev enue 
and semi-staff offices, commissions paid at sub-offices; 
and other disbursements..........ssseeceecececcees 18:3 17-4 0-9 
132-3 | 123-0 | 9-3 


Pidlic Works 

Expenditures of the Department of Public Works are estimated at $114-5 
raillion for 1953-54 an increase of $16-6 million over 1952-53. 

The following table presents a comparative summary of expenditures for 
1953-54 and 1952-53: 


TABLE XXVI 


EXPENDITURES OF THE DE?ARTMENT OF Pusiic WorRKS FOR THE Fiscat YEARS ENDED 
Marcw 31, 1954 anp Marcu 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 
March 31 


Increase 
195 i or 
(Estimated) 1953 Decrease (—) 

PICU ILOCLOTAL ESPANCH, «ssc sisleta ais cieicicieictsisis.o. tie ne siainin’e Wile gaia ores 61-3 52-7 8-6 

urineerinw traneh seks vac. coe ae orice ale auras oe ecole te 34-0 28-4 5-6 
Contributions to the provinces under the terms of the Trans- y 

Manads FIC A WAM) ACG. ues oie vv cisco sinle eivisie's'e visa simesaisie se 14-2 14-0 0-2 

GMS SP OE eh SOL id gn ve RRR PCR 5 #e 1-6 1-4 0-2 

Administration and veneral.......0ccsccccecssecscscvceroees 3-4 1-4 2-0 

114-5 | 97-9 | 16-6 
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Of the increase of $8-6 million in the expenditures for the architectural 
branch, $2-8 million is due to increased costs for maintenance of public buildings 
and $5-7 million to increased outlay in the acquisition, construction and improve- 
ment of public buildings. Of the increase of 85-6 million in the expenditures of 
the engineering branch, $t-1 million is attributable to increased costs for the 
acquisition, construction and improvement of harbour and river works. Con- 
tributions to the provinces under the terms of the Trans-Canada Highway 
Act are estimated at $14-2 million, an increase of $0-2 million over 1952-53. 


When the Department of Northern Affairs and National Resources was 
established, expenditures in connection with housing and the administration of 
the Trans-Canada Highway Act were transferred to the Department of Public 
Works. To facilitate comparison the foregoing table has been adjusted to 
include these expenditures which in 1952-53 were shown under the former 
Department of Resources and Development. 


Royal Canadian Mounted Police 


Expenditures for the Royal Canadian Mounted Police are estimated at 
$34 million for 1953-54 compared with $31-1 million in 1952-53. The increase 
of $2-9 million is due chiefly to an increase of §2-2 million in expenditures for 
land services of which $1-9 million is in respect of operation and maintenance 
costs, and $0-3 million for construction or acquisition of buildings. These 
amounts represent gross expenditures; payments received from the provinces 
for police services are credited to revenue. 


The following table presents a comparative summary of expenditures for 
1953-54 and 1952-53: 
TABLE XXVII 


Royat Canapian MountTep Pouice EXrpENDITURES FOR THE Fiscat YEARS ENnpzp 
Marcu 31, 1954 anp Marcu 381, 19353 


(In millions of dollars) 


| Fiscal Year Ended 


| March 31 Increase 
— we — or ( 
195+ r ecrease (—) 
(Estimated) | 1953 
| 
Tec servaGes Brg. Samana neuer tee ee ee 29-6 27-4 2-2 
Marine SénviCes cn a. ccivc once en seee ee 1-3 0-9 0-4 
Aaa ION SBT NCAR yy tact eect al aire Io en re eto 0-3 0-4 -—0-1 
Government contribution to the Royal Canadian Mounted) 
Police Pension ACCORNL x0 2010 nrcendohianieee acide oe easece | 0-7 0-5 0-2 
Administration and general. o.--.aqs ceded een ders see sche | 2-1 1-9 0-2 
| 34-0 Sit 2-9 


Trade and Commerce 


Expenditures of the Department of Trade and Commerce for 1953-54 are 
estimated at $16-7 million compared with $16-5 million for 1952-53. 


RO ee aS ae ee ee ea a ea ee ere 
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The following table presents a comparative summary of expenditures of 
the department for the two fiscal years: 
TABLE XXVIII 


EXPENDITURES OF THE DEPARTMENT OF TRADE AND COMMERCE FOR THE FISCAL Years EnpEp 
Marcu 31, 1954 anp Marc 31, 1953 


(In millions of dollars) 


See eee =~ EEE 
Fiscal Year Ended 
March 81 Increase 
eas : or 
1954 1953 Decrease (—) 


| (Estimated) < 


} 
| 
Mammnioneuncan ol Stabisticse- vss <kis a0 ls weno wes doce vtec 


: 5-4 5-7 = hed 
RO A LANG ATIE RANG Gites heat fa coca aise weyare alana arcs thomsen CERI 4-7 4-5 0-2 
rade GommISSiONCES Service... 6s ences sesecs sence enasees 2-4 2:3 0-1 
EAM ARG SaIDAMISI OTN a eis ot ironstone Aaeic na hake ee eee 1-5 1-4 0-1 
AGMIMS trationva nnofeneral sss. ce<n10 ce ces adesme tet ance | 2-7 2-6 | 0-1 
| 16-7 16-5 0-2 
Transport 


Expenditures of the Department of Transport are estimated at $120-2 
million for 1953-54, an increase of $16-3 million as shown in the following table: 


TABLE XXAIX 


EXPENDITURES OF THE DEPARTMENT OF TRANSPORT FOR THE Fiscan Years EnNpgEp 
Marca 381, 1954 anp Marc# 31, 1953 


(In millions of dollars) 


| Fiscal Year Ended 
March 31 Increase 
a 1954 Desens 
ecrease (— 
| (Estimated) 1953 2 ) 
Air Services— 
MelecomMuniCAbions D1VASION isso nels © as o.ayesle cis sve ee wee 13-9 12-7 1-2 
IMSEGOLOLOCICAl DDIVASIOMN Ss jc1s ns. oc nie de seiner God wire le ciel 7-0 6-6 0-4 
IMA ASAD TIONG ITC ISLO Ns avers, c ace acieiereseirie ss Seraratene teres cree 21-2 19-5 1-7 
PA CLECRENTS UE AUGLO IA ess ararcieve ois aha fava nr 6 We erovaeve re nour ovasyecspeereihs ate 0-2 0-2 
42-3 89-0 8-3 
RELA PAS MoE COS ee Ree narra talars iS es caotte ote hina Anitsiai, era rela Ae eyes fe ek 9.5 9-9 — (ee 
DUAR INGISCT CAGES ccs mooie eu sce sialaid Dieta Sierals tole ea oimisie eine oiaue's 20-8 21-7 --0-9 
Railway Services— 
Maritime Freig.:.4 Rates Act— 
Ditference between tariff and normal tolls.......... 10-5 10-1 0-4 
Oper mall wAvsSerViC OS vecccicic ais ovsre'6 ae sie ven/o nines sloreisiovslste 13-5 6-4 Tot 
NTAIMESHANCO/OL BLACKS OC... ss /<ie/oieisin's,01oie wieis ¢os (oleisie.cs © 7-0 4-2 2-8 
$1-0 20-7 10-8 
Canadien sreritinie COMMISSION >, cess wees os oesens «cea w ess 4-3 4-0 0:3 
Deficits and non-active advances— 
Government-owned enterprises— 
Net Income Deficits— . 
Canadian National (West Indies) Steamships, 
Ut ClO mraete ee sceetetere a his wise Pale pie 9 crete mini pie Gis iste 0-6 (1) 0-6 
North Sydney—Port aux Basques ferry and 
OVI ALS soca wits vieeeee a tials wauate pene 2-2 1-9 0-3 
Prince Edward Island Car Ferry and terminals. . 1-6 1-5 0-1 
National Harbours Board..........0.+e+eeeeee[ereeeereeeeees 0-1 athe 
Loans and Advances, coe Bae ae 4.3 1.9 re 
National Harbours Boar he b4 e 
Departmental administration and sundry.........--..++++-- 3-6 3-2 0-4 
120-2 | 103-9 16-3 
EE Sk ee Ie sb Ae SS I AION, EAE ETSI 8. Sal 


(') Less than $50,000. 
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Estimated expenditures of $42-3 million for air services in 1953-54 represent 
an increase of $3-3 million over 1952-53. Of this increase $1-2 million is attrib- 
utable to the telecommunications division, $0-4 million to the meteorological 
division and §1-7 million to the civil aviation division. Expenditures for 
railway services are expected to show an increase of $10-3 million, of which 
$2-8 million relates to payments under the Railway Act to the Canadian 
National and Canadian Pacific Railways for the maintenance of trackage on 
the railways’ transcontinental lines in certain areas of Northern Ontario, $0-4 
million for expenditures in connection with the Maritime Freight Rates Act 
and 87-1 million for other railway services (due mainly to increases of $3-4 
million for transportation improvements and facilities with respect to the 
Strait of Canso and $4-5 million for construction or acquisition of auto ferry 
vessels). Payments covering net operating deficits of and non-active loans 
and advances to certain government owned enterprises are estimated at $8-7 
nillion in 1953-54 an increase of $3-3 million compared with $5-4 million in 
1952-53, due largely to an increase of $2-4 million in non-active loans and 
advances to the National Harbours Board. 


Veterans Affairs 


Expenditures for the Department of Veterans Affairs are estimated at 
$239-8 million for 1953-54 compared with the total of $241-4 million spent in 
952-53. The net decrease of $1-6 million is due primarily to decreases of 


gratuities and re-establishment credits, and $1-2 million in departmental, 
district and pensions administration and miscellaneous payments, offset in 
part by increases of $2-1 million in expenditure for treatment services, $0-7 
million in pensions for disability or death, and $0-6 million in the provision for 
the reserve for conditional benefits under the Soldier Settlement and Veterans 
Land Acts. Conditional grants are made to veterans who enter into agree- 
ments with the director for sales of land and chattels provided they fulfil the 
terms of the agreements for a period of ten years. The amount charged to 
expenditure in 1953-54 under this heading covers one-tenth of the conditional 
benefits included in sales to veterans prior to April 1954. 


The following table presents a comparative summary of the expenditures 
for the past two fiscal years: 
TABLE XXX 


VETERA’’S AFFAIRS EXPENDITURES FOR THE FiscaL YEARS ENDED 
Marcu 31, 1954 and Marca 31, 1953 


(In millions of dollars) 


Fiscal Year Ended 
March 31 Increase 


or 
Decrease (—) 


1954 
(Estimated) 1068 
Pensions lor disability or death seme eccceasbaeeeeeeee 127-7 127-0 0-7 
LYeAtOeNt BOCV POR. 5th ee urandae ey ene tee cle hevonnae ree 42-8 40-7 2-1 
War veterans’ allowances and other benefits................ 30-3 30-8 —0°5 
Post-discharge rehabilitation benefits.................000005 2-6 3-8 —1-3 
War service gratuities and re-establishment credits......... 9-1 10:7 —1-6 
Soldier Settlement and Veterans’ Land Acts— 

Administration and general...................--045 peaas 5-3 5-7 —0-4 
Provision for reserve for conditional benefits............ 8-6 8-0 0-6 

Departmental, district and pensions administration and mis-) , 
cellancous payments. 4/025. un sean ee es eee 13-5 14-7 —1-2 
239-8 241-4 —1-6 


4. THE CASH POSITION 


In addition to the collection of revenues and the making of expenditures 
in the strict budgetary sense the Government’s financial operations include 
numerous extra-budgetary transactions which involve the receipt and disburse- 
ment of large sums of cash. _ é 


The estimated budgetary revenues, expenditures and surplus for 1953-54 
have been described and analysed in some detail in the preceding sections. 
Although these budgetary transactions for 1953-54 resulted in a surplus of 
310-i million, the unmatured funded debt outstanding in the hands of the public 
decreased by $272-6 million, while the Government’s cash balances increased 
by some $120-2 million. It is apparent that both budgetary. and non- 
budgetary transactions must be taken into account when measuring the impact 
of the Government’s fiscal operations upon the Canadian economy or considering 
the implications of Government spending and the methods by which that spend- 
ing is financed. 


The non-budgetary transactions relate to transactions which result in 
increases or decreases in the Government’s assets and liabilities. They do not 
appear in the Government’s income account nor do they enter into the calcula- 
tion of the annual budgetary surplus or deficit. 


On the assets side they consist, for the most part, of advances to, and 
repayments of loans by, Crown Corporations and other Government agencies 
and funds (including the old age security fund), foreign, provincial and municipal 
governments and other borrowers, investments in government securities and 
outlays for the acquisition of inventories of materials and supplies which will 
be used in the future and for services rendered in one year but applicable to the 
accounts of subsequent years. 

On the liabilities side the transactions relate primarily to receipts and pay- 
ments in connection with the numerous deposit and trust, and annuity, insurance 
and pension funds held or administered by the Government. 


The following summary shows how these non-budgetary transactions 
together with the budgetary surplus affected the Government’s funded debt 
and cash position in 1953-54. For purposes of comparison, the corresponding 
figures for 1952-53 are also shown: 
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Nox-Bupaeiary Recerrs anv Crepits (excluding unmatured funded debt 
transactions)— ; ; 
Repayments of loans, investments and working capital advances— 


T.oans to, and investments in, Canadian National Railways......... 163-8 
Advances to agricultural prices support account,......-....+eeeeees 49-8 
Advances to defence production revolving fund..........2......006. 17-1 
AAvAnGes GoreCXCHOmee mcs sie cictc tae cee a eral ate avian iat Yate ar ict, eos 15-0 
Temporary: loan to old age security fund een a eesti ees ane 99-5 
194otoan te, United ine domicen sarees en crete tive cram ieaeterersine 53°6 
L916 loan to. Wmited insomnia. er ars ea erect ie terre aerate 14:6 
Toans to other nabional covernments,.< ..cccecass nee aie clearer a2 24-4 
Loans to provincial and municipal governments.................055 3-7 
Other loans, investments and working capital advances............ pee 
49° 
Net government annuities account receipts— 
Premium receipts less payments to beneficiaries................05- 32-3 
Government contribution to maintain reserve. .......0- eee eee eee 1-0 
Interestipald: by Goverment nr ory otto te sities oie om ert eae 29-0 
2+ 3 
Net insurance and pension account receipts— 
Employee contributions less payments to beneficiaries............. 16-8 
Government contributions... so + meee: oelaia sie one eae wale oamemels 89-8 
Special Government provision for unamortized portion of public; 
Service SUMETANNUATION ACCOUDLI a. > senses sles sec. e oslslnalccmarieralieen ca smeranicete eas 
Interest paid: by, Governments cccsice cam teens cieieitsm sie elects iaraect on 2-2 
138-8 
Net incrense in Colombo plan funds mien srecrasaie see ctteto ers esterttete creer 18-1 
Net increase in defence equipment and materiel replacement accounts... 53-4 
Net increase in interest accrued on the public debt.................25- 12-2 
Net increase in reserve for conditional benefits—Veterans Land Act....! 8:6 
Net increase in matured funded debt, outstanding cheques, interest aue.! ii 
CUO avo atc a crreve aiates Civenoese. Syeuo ine arekalbliowe ira brat a olen Peas aye Ore eo Ne ane ie a ere | ‘ 
Net receipts in'sundny other accounts, 1c. erisicie eee nero ininerras ate cre siete 24-0 
FROG allicavrta hearers waives Sc ccacal ste pict caste eons bs & Sty sy al iaaefen a ies te omereterel 811-3 
Non-Bupcetary DispurSEMENTS AND CuHarGes (excluding unmatured! 
funded debt transactions)— 
Loans, investments and working capital advances— 
Loans to and investments in, Canadian National Railways........ 145-7 
Loans to Central Mortgage and Housing Corporation.............. 92-5 
Temporary loan tov6ld avge-security fundies. 2) soe eu te oes aw emieeele 44-8 
Loans under Soldier Settlement and Veterans’ Land Act........... 7-8 
Other loans, investments and working capital advances............ 29-7 
820-8 
Other non-budgetary expenditures— | 
Cost of loan flotations (portion to be amortized)...............000- | 10-3 
Net decrease in provincial 5 per cent corporation income tax suspense 
BOCOWUN De Patan tee OS Eero ee Cnr ree mre 47-9 
Net decrease in reserve for possible losses on ultimate realization 
OP BCEIVE/ ASSCES 6 oie ras coterie rater ree or als ear ee ts tere ct 49-4 
Net decrease in cash balances of unemployment insurance fund.... 0-4 
Net disbursements from sundry accounts...........e-eceecesveeee= 0-1 
108-1 
Teo balsas ea ch eae ie Se ae oe Oe eae he sea a ae 428-6 
Net amount available from, or required for (—), non-budgetary transactions.. 382-7 
Add Budgetary. surpliss, cactilacoe tm cel cao oe eid ae ae ee 10-1 
Overall cash surplus available for debt reduction..........-.0+00eseeeceees 392-8 
Overall cash deficit (—) required to be financed by borrowing.............[eceeeeeeeeeees 
Net increase or decrease (—) in unmatured funded debt outstanding in the 
hands of the public: 
Unmatured funded: debts. 4. sass eee ee rie ae eee — 241-0 
Sinking fim isc i06 28 ccs hele See Rees area eae —73-i 
Securities investment account................0- A erevarartRet es nC Ramee Beate 41-5 
. — 272-6 
Wet increase in cash balances... ¢.:c0..<2ce05s0000n: dco ete Ste TR a te raters 120-2 


Fiscal Year Ended 


March 31 


1954 


(Estimated) 


| 


t 


1953 


(In millions of dollars) 
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As the table shows, in 1953-54 non-budgetary receipts and credits are 
estimated at $811-3 million, while non-budgetary disbursements and charges 
are estimated at $428-6 million, resulting in a net non-budgetary surplus of 
$582-7 million which, when added to the budgetary surplus of $10-1 million, 
made a total of $392-8 million available for debt reduction. In 1952-53, as there 
was a net non-budgetary deficit of $28-7 million and a budgetary surplus of 
$23-5 million, $5-2 million had to be financed by net new borrowing from 
ithe public. 


Non-budgetary receipts and credits for 1953-54 are estimated at $811-3 
million. Repayments of loans, investments and working capital advances 
totalled $445-6 million, due mainly to repayments of $163-8 million by Canadian 
National Railways, a reduction of $49-8 million in the advances to the agricul- 
tural prices support account, net repayments of $17-1 million in advances to the 
defence production revolving fund, net repayments of $15 million in advances 
to the exchange fund, a writing off against the general reserve of temporary 
loans of $99-5 million made to the old age security fund in 1952-53, and repay- 
ments of $92-6 million by the United Kingdom and other national governments. 
Other non-budgetary receipts and credits include 862-3 million on government 
annuities account, $138-8 million in respect of the several insurance and pension 
accounts, 518-1 million net increase in Colombo plan fund, $53-4 million repre- 
senting increases in the defence equipment and materiel replacement accounts, 
and $93-1 million receipts from various other accounts. 


Non-budgetary disbursements and charges during 1953-54 are expected 
to total $428-6 million. Loans, investments and working capital advances were 
$320-5 million. These include $145-7 million to Canadian National Railways 
for capital expenditures for additions and betterments and the acquisition of 
new rolling stock and equipment and for additional working capital (as men- 
tioned in the preceding paragraph, during the year the Canadian National 
Railways also repaid loans aggregating $163-8 million) ; $92-5 million to Central 
Mortgage and Housing Corporation for housing construction and loans; $44-8 
million in temporary loans to the old age security fund to finance the 


amount by which pension payments from the fund exceeded tax receipts; 
and $37-5 million for miscellaneous loans, investments and working capital 


advances (including $7-8 million for loans to veterans). Other non-budgetary 
disbursements and charges are estimated at $108-1 million, and include $10-3 
million for discounts and commissions on loans, $+7-9 million for the net decrease 
in the provincial 5 per cent corporation income tax suspense account $46-9 
million of which was transferred to budgetary revenues during the year, a net 
decrease of $49-4 million in the reserve for possible losses on ultimate reali- 
zation of active assets (the $50 million provided for this reserve in budgetary 
expenditures is more than offset by a reduction due to the charge to the 
reserve of the 1952-53 temporary loan of $99-5 million to the Old Age Security 
Fund), and $0-5 million disbursements from various other accounts. 


With an overall cash surplus of $392-8 million in 1953-54, and unmatured 
funded debt outstanding in the hands of the public reduced by $272-6 million, 
there was an estimated increase of $120-2 million in cash balances at the end 


of the year. 
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5. ESTIMATED SUMMARY OF ASSETS AND LIABILITIES OF 
CANADA AT MARCH 31, 1954 


The following table presents in summary form the estimated balances of 
the asset and liability accounts as at March 31, 1954, the comparable balances 
at March 31, 1953, and the estimated change in each category during 1953-54: 


TABLE XXAI 


SUMMARY OF THE STATEMENT OF THE ASSETS AND LraBILITIES OF CANADA AS AT 
Marcu 31, 1954 anp Marca 31, 1953 


(In millions of dollars) 


| Balance at March 31 | 
=} Increaze or 


— | 1954 | Decrease (—) 
| Estimated: Estimated | ie 
LIABILITIES | 
Biase deh cick Men, apace pee ae eee 912-2. | 863-9 13.3 
DSPOSiblaNnd, CLUSEACCOUN ES cre corse mire otek wctatarerertstei eres ornetetieT: = 205-0081 183-1 21-9 
Insurance, pension and guaranty accounts............+2++--> 1,767-S | 1, 567-1 20) -7 
Deferred! credits eh ver. -censrorieteyio a niers ate mierels Riots ceiclaie rs esas, aes 150-8 | Hee 20-8 
Sundryisuspense acGcOun ts pre ccna ete vera st croveis erate eiaters aig coors 3538-6 52-0 6-6 
IPYOVIRCeNe SO GIA CCOUNUS eile reine iieriein cic reer ieee aca erate \ 11-9 LIAO SD ito eee ere 
nnvatured tunded*debtwtaens neictncmy teem mare cre nedae { 14, 569-5 14, $10.3 — 241-0 
17,975-S | 17, 918-5 S7-3 
fee ae eee ea 
Active ASSETS | | 
| 
Gashraddsothercinrent, assota vessels er terest eretineraicae 2, 539-9 2,591-8 —51:9 
Loans to. and investments in, Crown agencies............... 1,788-2 1,705-2 33-0 
Other leans and investments... 5 onc cca ee senie cat uuewkeewed 2,487-5 2, 526-1 —33°6 
Sinking fund and other investments held for the retirement 
Of GED tees cto a teaaeee eee erate laren ate areee mee | 100-7 27-6 73-1 
Rrovincedebt accountsaasae ere eat eaten eae: | 2:3 On erate Ones a 
Welerred Char kes te tc ce.cae seer ar persia etersiater sears etree 260-0 249-7 10-3 
Sundry siispemsera CCOUnUS cee erence loners te eal Saree oe ee 192-0 199-9 -—7-9 
Mota l Actives Aesecswens ent ree eee ee oe 7,320-6 | 7,302-6 18-0 
Less, Reserve for possible losses on ultimate vealization of: 
BOCUVETASSOES i metry Kelso rN wv aioreianss wri Vecotnet net ee 496-4 i: 545-8 —49-4 
4 P | = 
WetActive Asse tsar... seuss eetirsnenlertsor ens | 6.824-2 | 6,756-8 | 7-4 
| tan 
Net Derr (Excess of liabilities over net active assets)...... | 11,151-6 | 11,161-7 -—10-1 
Liabilities 


_ The aggregate liabilities of the Government as at March 31, 1954, are 
estimated at $17,975-8 million, an increase of $57:3 million over the total 
of $17,918-5 million at the close of the’ previous fiscal year. 


Unmatured funded debt outstanding, including bonds and treasury bills 
totalled $14,569-5 million or approximately 81 per cent of all liabilities. Of 
the total outstanding unmatured funded debt, $14,181-6 million or 97-3 per 
cent is payable in Canada; the balance of $387 -9 million is payable in foreign 
currencies—$337-6 million in United States dollars and $50-3 million in pounds 
sterling. A complete statement in tabular form of the Government’s unmatured 
funded debt as at March 31, 1954, with details of interest rates, dates of maturity, 
annual interest charges and amounts of principal outstanding for each loan may 
be found at the end of this Part. 
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The Government’s liability in respect of insurance, pension and guaranty 
accounts is expected to total $1,767-8 million at March 31, 1954. Floating 
debt, which includes outstanding cheques, matured funded debt and similar 
obligations payable on demand and accounts payable (cheques issued in April 
in payment of accounts relating to the fiscal year 1953-54) is estimated at 
$912-2 million. 


The other liability items are: sundry suspense accounts (where some 
uncertainty as to disposal exists), $358-6 million; deposit and trust accounts 
(consisting of moneys deposited with or held by the Receiver General for various 
purposes), 5205 million; deferred credits (consisting of balances whose ultimate 
-accounting treatment is known, but which are held until certain condaitions 
are fulfilled), $150-8 million and province debt accounts (representing settle- 
ments arising out of agreements at the time of Confederation), $11-9 million. 


Active Assets 


Offsetting the liabilities, and to some extent explaining their existence—as 
a substantial part of the total debt is attributable to them—are the Govern- 
ment’s active assets. For the most part these consist of assets which yield 
interest, profits or dividends, liquid assets such as cash and departmental 
working funds together with certain prepaid expenses and sundry suspense 
accounts. 


It is estimated that at the end of the fiscal year the total active assets 
amounted to $7,320-6 million, an increase of $18 million over the total ai 
the end of the previous fiscal year. The totals of the principal active asset 
categories as at March 31, 1954 were: cash and other current assets, $2,539-9 
million; loans to, and investments in, Crown agencies, $1,788-2 million; other 
loans and investments (including loans to provincial, municipal and national 
governments, subscriptions to international organizations and advances to 
veterans and others), $2,437-5 million; deferred charges, $260 million; sundry 
suspense accounts, $192 million; sinking fund and other investments held for 
the retirement of unmatured funded debt, $100-7 million; and province debt 
accounts, $2-3 million. 


The reserve for possible losses on ultimate realization of active assets, 
which now stands at $496-4 million is shown on the statement of assets and 
liabilities as a deduction from the total active assets, bringing the net active 
asset total to $6,824-2 million. 


A. CHANGES IN PRINCIPAL LIABILITY CLASSIFICATIONS Durine 1953-54 


The gross liabilities of the Government at March 31, 1954, were $57-3 
million more than the total at the end of the previous fiscal year. A decrease 
of $241 million in unmatured funded debt is more than offset by an overail 
increase of $298-3 million for all other liability items, due largely to the increase 
of $200-7 million in insurance, pension and guaranty accounts. Other increases 
are: $48-3 million in floating debt, $21-9 million in deposit and trust accounts, 
$20-8 million in deferred credits and $6-6 million in sundry suspense accounts. 


Floating Debt 


It is estimated that floating debt increased by $48-3 million during the 
fiscal year. Increases of $39-5 million in matured funded debt outstanding 
(due for the most part to the fact that some bonds of the March 1, 1954 maturity 
had not been redeemed at the year end), $11-6 million in outstanding cheques 
and warrants and $11-4 million in miscellaneous accounts payable are offset, 
in part, by decreases of $13-5 million in notes and other obligations payable 
on demand and $1:1 raillion in interest due and outstanding. 
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The estimated changes in floating debt during 1953-54 are shown in the 
following table: 
. TABLE XXXII 


Fioattinc Dest as aT Marcu 31, 1954 anp Marcu 31, 1953 


(In millions of dollars) 


| Balance at March 31 
: Increase or 


— 1954 = Decrease (—) 
Estimated | 1953 
! ~ 

Matured funded debt outstanding... 0 + se enters ote este slelerstore 59-5 20-0 39-5 
Notes and other obligations payable on demand............ 268-5 282-0 —13-5 
Interest.d te andcOlutstanG in Ge memes ueicste ceeercniole nettle 56-0 57-1 —1-1 
Outstanding cheques and warrantseesecc ee ae lae oe sicker errant 242-4 230-8 |. 11-6 
Miscallaneous accounts paVvabie. ccs ce eee cerse eine e min eters 269-0 257-6 11-4 
Post Office (net liability for money orders, etc.).,.......... 16-8 16-4 0-4 

912-2 | 863-9 | 48-3 


Deposit and Trust Accounts 


Deposit and trust accounts increased by $21-9 million during the fiscal 
year. The principal increase was $18-1 million in the Colombo Plan Fund to 
which was credited $30-4 million voted by Parliament to provide for assistance to 
countries in South and South-east Asia. Disbursements from the fund during 
1953-54 amounted to $12-3 million. 


Insurance, Pension and Guaranty Accounts 


The increase in insurance, pension and guaranty accounts is estimated to 
be $200-7 million. The following table shows the changes in the various accounts 
for the fiscal year 1953-54: 


TABLE XXXII 


INSURANCE, PENSION AND GUARANTY ACCOUNTS AS AT 
Marcu 31, 1954 anp Marcu 31, 1953 


(In millions of dollars) 


Balance at March 31 | 


fiesta fd 
— 34 Z ecrease(—) 
Estimated 1953 
Unemployment InsurancenMunden,. cs cata ae na eeetiees 894-7 863-1 31-6 
Less, Investment in bonds and accrued intcrest.........--. 883-1 851-1 32-0 
11-6 12-0 —0-4 
Governinent Arnilhiedtis. a-ee eee Meme caeee en eae 798-8 736-5 62-3 
Permanent Services Pension Account............ssseecseees 215-6 160-2 55-4 
Superanniiation Accounty.2.00.04. acres ocala an newa eee 659-0 555-0 104-0 
BDET eR cycle oeis's clei ae eee ee eae 82-8 103-4 —20-6 
1,767-8 1,567-1 200-7 


The superannuation account increased by $104 million during the fiscal 
year. This increase is attributable to several factors, the most important of 
which are the Government’s contribution of $38 million in respect of the addi- 
tional lability created by the general salary increases to civil servants effective 
December 1, 1953; transfers of $22-5 million from the retirement fund, and 
$5-6 million from the National Harbours Board Pension Fund due to the coming 
into force of the Public Service Superannuation Act on January 1, 1954; the 
Government’s contribution of $16-5 million equal to the estimated current and 
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prior service payments of individuals in 1952-53; interest of $22-2 million credited 
to the account; and the employees’ current and prior service contributions, less 
payments from the fund. 


The Government annuities account is expected to show an increase of $62-3 
million and the permanent services pension account an increase of $55-4 million. 
The increase in the permanent services pension account represents the Govern- 
ment’s contribution of $35-3 million (which is made at the rate of onc and tio 
thirds times the current contributions and contributions for arrears), interest on 
the account amouting to 86-6 million and contributions by permanent services 
personnel for current service and arrears, less the payments from the account. 


Other insurance, pension and guaranty accounts show a decrease of $21 
million, which included the decrease of $22-5 million in retirement fund transfer- 
red to the superannuation account. 


Old Age Security Fund 

Under the Old Age Security Act pensions of $40 per month are paid to all 
eligible persons seventy years of age or over without a means test from the old 
age security fund. During the fiscal year payments from the fund totalled $338 -8 
nullion and credits to the fund from the proceeds of the 2 per cent tax on personal 
incomes, the 2 per cent tax on corporation profits and the 2 per cent sales tax 
totalled $294 million. The deficit of $44-8 million resulting from these 1953-54 
transactions was covered by a temporary loan from the Minister of Finance 
under the authority of section 11 of the Old Age Security Act. 


During the three months’ period in the fiscal year 1951-52 in which the Act 
was in operation, payments of pension from the fund amounted to $76-1 million, 
receipts from taxes credited to the fund amounted to $26-4 million and the 
deficit of $49-7 million on the year’s transactions was covered by moneys voted 
by Parliament in Vote 608 of Appropriation Act No. 2, 1952. 


In 1952-53, payments of pension from the fund amounted to $323-1 million 
and receipts from old age security taxes amounted to $223-6 million, and the 
deficit of $99-5 million for the year was covered by a temporary loan from the 
Minister of Finance. A large part of the 1952-53 deficit was because the spec. vl 
2 per cent personal and corporate income taxes only started to be fully payable to 
the fund in-July 1952. The authority of Parliament will be sought to write this 
amount off in 1953-54 to the reserve for possible losses on ultimate realization 


of active assets. 
With the deficit of the old age security fund for 1951-52 covered by funds 
voted by Parliament and that for 1952-53 written off to the reserve for active 


assets, the balance of the temporary loan to the old age security fund at the close 
of the fiseal year is estimated at $44-8 million, representing the deficit on the 


fund’s operations in 1953-54. 
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The following table gives a summary of the transactions in the account for 
the last three years: 


TABLE XXXIV 


TRANSACTIONS IN THE OLD Ace Security Fund For THE FIScat Years ENDED 
Marcu 31, 1952, 1953 anp 1954 


(In millions of dolars) 


Fiscal Year Ended March 31 
: 54 2 Z . : 
(Estimated) 1953 1952(?) 
ensigns Par tmentsuctaeceteciitiive atl oar marche aes ie eaoin reer 338-8 323°1 76-1 
Tax Receipts— 
Dyer cent sales taxuc... ssueocnee © AEM Mae et SPs ta cetera RSE 147-7 141-5 24-3 
Oper Cent indi Vic Wal INCOME LAX acs ici vie cisterc ctesior tera | $0-7 45-2 0-1 
2 pen Cent, COnporation INCOME CAN we <cicis ceases ssielsiars 55-6 294-0} 36-9 223-6 2:0 26-4 
Excess of pension payments over tax receipts............ | 44-8 | 99:5 49-7 
Temporary loans from Minister of Finance to cover deficit. | 
fey pe SR Yots lini {ec 0g Wie apt a PEE ata Sen PR RRDE NR AE RAP ere: | 44-8 | 99-5 49-7 
Carried forward trom previols:¥ Calo... cule ale vclelsis ees OO Tne. bocrsoe te. ree || Saree che secre 
Charged to Parliamentary appropriation...........+-.see0-- “Ts avin aunts touseaaes eer al ie we eeemtens al reer —49-7 
Wirittenoimt, to activie.asseG reser y Gunicte. crsteeiiets aietereinvalae ers Greets = OO Sn |in aye eeokers aves si]incidaies vie.e se eres 
Outstanding atrendiot tiscalyeansasecse mers ae see ceecciiee | 44-8 | OOe 5: I oe case cree 


() The Act was in operation for only three months in 1951-52. 


A distribution of old age security pension payments by provinces is given in 
the following table: 
TABLE XXXV 
Oxp Ace Security ParMENTS BY PROVINCES FOR THE Fiscan YEAR ENDED Marca 31, 1954 


(In millions of dollars) 


Newiloundland! 5. 2 secant Meee a ae Oa et oer a BOTS 7-2 
INGVia SCOELA a ctietiole ca otete act ms Someta lesan ate ere: At eT aaa ae 17-7 
Prince Bdwward Island aces cute ccths.oh ais consonant enone 3-2 
Nie se Brus wc ls aa aotccoe essed See acne ET tna ee ere 12-6 
CIEL C Gators ea udlon dove able co dhs ig ours Lp i ae SO Esa eet eR ere tore rear 72-0 
OSU Vo Mee Eat ters tens SOE CO SPOR EC TT Sie to EE Sih SiMe cial ay) Ata Rte Ss woe as erry srahec 125-8 
NUL AUT LOT Beige kena yan VS cree ce serie Say Saree ee Hee be 12S ATO Se Pe eT 20-0 
SY) fee ste) 0-09 eae a See im Sed ee Re rn Dea ie A OREO Ne sr iit hs obi ye 20-1 
Ulla) 1: eee ee yee ee An Oe ner en ne nL ee eae Ae ab tin 20-1 
Dritish: Colut big ween saeceya nce ate are cere tee ar ae On rare 39-9 
Northwest aud Mukons berritorieosas: vs skit enters see ele calcu ese eae ee 0-2 

338-8 


Deferred Credits 


The increase in deferred credits is estimated to be $20-8 million. Interest 
accrued on public debt shows an increase of $12-2 million and balances receiv- 
able under agreements of sale of Crown assets, set up as a contra account to 
a ase ee under the same name in other lozns and investments, an increase of 
$8-7 million. 


Sundry Suspense Accounts 


Sundry suspense accounts show an increase of $6-6-million for the fiscal 
year. The transactions in the defence equipment replacement account refiect 
an increase of §41-4 million in the undisbursed balance of the credits in the 
account which was established under section 3 of the Defence Appropriation Act, 
1950, and subsequent votes of Parliament for the same purpose. Under the 


ra Fe eae ip ee Dewey pie Se ee ee Sg se Oe Aa eee ee age eae 
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terms of the Defence Appropriation Act, 1950, the value of defence materials 
and supplies transferred to members of the North Atlantic Treaty Organization 
may be credited to the account and these credits may be used in subsequent 
years to purchase equipment or supplies for the naval, army or air services of 
the Canadian Forces. 


The replacement of materiel account established by section 11 of the National 
Defence Act is credited with amounts realized from the sale of materiel that has 
not been declared surplus to requirements but has been authorized by the 
Governor in Council to be sold to other countries and debited with disburse- 
ments representing amounts paid for the procurement of replacement matericl. 
The increase in the account during the fiscal year was $12 million. 


Also recorded under this heading was the amount held by the Government 
in respect of collections of the 5 per cent corporation income tax levied by the 
provinces that were party to a tax agreement with the Federal Government in 
the period 1947 to 1951. Under terms of collection agreements with the pro- 
vinces, this tax was collected by the Federal Government and the proceeds 
thereof, when returns were finally assessed, were turned over to the provinces. 
The amount turned over to the provinces, (less any small amounts which repre- 
sented collection- of interest and penalties) was deducted from the stipulated 
tax rental payments and thus reduced the Federal expenditures shown on this 
account. 


This arrangement was not continued under the new tax agreements signed 
for a further five years in 1952 and the provincial corporation income tax was 
not levied on profits earned after December 31, 1951. However, substantia! 
amounts were collected after 1951 in respect of tax hability incurred during the 
five years when the tax was in force and towards the end of 1952-53 the account 
contained approximately $92 million. Prior to 1952-53 amounts in this account, 
when turned over to the provinces, served to reduce Federal Government expendi- 
tures on account of tax rental payments but under the new agreements signed 
in 1952 the provinces gave up all rights in these collections remaining in the 
Suspense Account. Accordingly the amount in the account instead of being 
applied to the reduction of tax rental payments is to be taken into revenue. 
At the end of 1952-53 the amount of $45 million was transferred from the account 
to revenue as ‘Special receipts and credits”. As the assessments for the taxation 
vears 1947 to 1951 are now almost all completed, the balance of $46-9 million 
remaining in the account at the end of 1953-54 has been transferred to revenue 
as “Special receipts and credits” and the account closed out. 


Province Debt Accounts 
There wer hanges in t} ince debt accounts during the fiscal year. 
ere were no changes in the prov f g 
The amounts have remained unchanged for many years. 


Funded Debt Unmatured 

The unmatured funded debt outstanding-at the close of the fiscal year was 
$14,569-5 million. The reduction of $241 million reflects decreases of $234-3 
million in debt payable in Canada, 32-6 million in the Canadian dollar equivalent 
of debt payable in London and $4-1 million in the Canadian dollar equivalent 
of debt payable in New York. The details of the various loan redemptions, 
flotations and adjustments resulting in this net decrease are described more 


fully in the section on “The Public Debt”. 
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B.— CHANGES IN THE PrincipaL ACTIVE ASSET CLASSIFICATIONS DuRING 1953-54 


It is estimated that the total of the active assets increased $18 million 
during 1953-54. However, the reserve for possible losses on ultimate realization 
of active assets was reduced by $49-5 million during the year, an additional 
provision of $50 million for the reserve being offset by a charge of $99-5 million, 
representing the amount of temporary loans made to the old age security fund 
in 1952-53, written off to the reserve in 1953-54. These changes have the effect 
of increasing the total of net active assets by $67-4 million. Increases of $83 
million in loans to, and investments in, Crown agencies, $73-1 million in sinking 
fund and other investments held for the retirement of debt and $10-3 million 
in deferred charges are offset, in part, by decreases of $88-6 million in other 
loans and investments, $51-9 million in cash and other current assets and $7-9 
million in sundry suspense accounts. 


Cash and Other Current Assets 


It is estimated that there was a decrease of 851-9 million in cash and other 
current assets in the fiscal year 1953-54. The changes in the various accounts in 
this category are summarized in the following table: 


TABLE XXXVI 


CasH AND OTHER CURRENT ASSETS AS AT Manca 31, 1954 anp Marca 31, 1953 
(In millions of dollars) 


Balance at March 31 
Increase or 


——— 1954 - Decrease(—) 
Estimated 1953 
| 
Cash in current and special deposits (including blocked cur-, 
rency of $1-5 million at March 31, 1954 and $2-1 million 
atrMiaroies ls lObs acne Mess arc ate cea rereaie meters | 376-3 255-8 120-5 
Cash in hands of collectors and in transit............0..eeeee | 120-0 129-7 —9-7 
Other liquid assets— 
Exchange fund account—Advances represented by cash 
SNC SOCUPIEIOS oe sen ae rot em Hotes Ce eres 1,763-8 1,770-8 —7-0 
Securities investment account sass. - + .oNainncseoaetaeace 18-0 59-5 —41-5 
Working Capital Advances— 
Groin corporationsoce cae. sien leis teers 23-6 23-9 —0:3 
Defence production revolving fund.........0.05.ceeeeees | 85-0 102-1 —17-1 
Temporary loan to old age security fund................| 44-8 99-5 —54-7 
Deparhmientalie ee ct ote ersten ores. cnet Rie ee tee 46-9 96-0 —49-1 
Miscellaneous departmental imprest and advance ; 
BECOUNTSS sc chrodacse cle cia Gis maine yee elaine aisverst eiascare 32-0 24-0 8-0 
Othercurrent assets ..nen. aaa hata ctor ere rec aes tere seins 29-5 30-5 —1-0 
2,539-9 2,591-§ —51-9 


The principal changes as shown in the table are increases of $120-5 million 
in cash in current and special deposits and $8 million in miscellaneous depart- 
mental imprest and advance accounts offset by an overall decrease of $180-4 
million for all other asset items, the chief of which are: temporary loan to the 
old age security fund $54-7 million, departmental working capital advances 
$49-1 million, securities investment account $41-5 million, defence production 
revolving fund $17-1 million, cash in hands of collectors and in transit, $9-7 
million and the exchange fund account $7 million. 


- 


Advances to the exchange fund during the year are estimated at $140 
million, and repayments $155 million leaving a net decrease in advances for the 
year of $15 million which was reduced by $S million reflecting the decrease during 
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1953 in the fund’s revaluation deficit which at December 31, 1953, was $191-2 - 
million compared with $199-2 million at end of the preceding year thus showing 
a net change of $7 million in the balance of the fund for the fiscal year. 


The decrease of $66-2 million in departmental working capital advances 
is accounted for by decreases of $17-1 million in defence production revolving 
fund and-$49-§ million in agricultural prices support account, reflecting the 
credit to the account of $37-8 million representing the estimated loss on operation’ 
for 1953-54, which is included in the year’s expenditures and $12 million, the 
net credit to the account from sales and purchases during the year by the Agri- 
cultural Prices Support Board. 


It is proposed that the amount of $99-5 million, the advances to the old age 
security fund representing the deficit of the fund for 1952-53, will be written off 
to the reserve for possible losses on ultimate realization of active assets and credit- 
ed to the temporary loan to the old age security fund. The credit of $99-5 
million less the advances of $44-8 million to the fund to cover the estimated 
deficit of the fund for 1953-54 will result in a credit in the temporary loan to 
the old age security fund for the year of $54-7 million. 


Loans to, and Investments in, Crown Agencies 


It is estimated that loans to, and investments in, Crown agencies increased 
by $83 million during the fiscal year. The more important changes are an increase 
of $92-5 million in loans to Central Mortgage and Housing Corporation and a 
decrease of $18-1 million in the loans and advances to the Canadian National 
Railways. The following table shows the changes in this category. 


TABLE XXXVII 
Loans TO, AND INVESTMENTS IN, CROWN AGENCIES AS AT 
Marcu 31, 1954 anp Marcn 31, 1953 
(In millions of dollars) 


Balance at March 31 


Increase or 


ae 1954 2 Decrease (—) 
Estimated 1953 
Atomic Energy of Canada, Limited 15-6 8-8 6-8 
Bank of Canada—Capital Stock.......-cecesesccersosseoece 5-9 BsO least nee ae ewes 
Canadian Broadcasting Corporation 16-0 11-3 4-7 
Canacwontarm Loan BOsrd)s jess sicsiee cleo ssc onisrcc irr. es 32-6 23-9 3-7 
Canadian National Railways............ ee 1,027-4 1,045-5 —18-1 
Central Mortgage and Housing Corporation— oe pe 
i FANCOS cores isle 6 ind aie eine winie ale laiate otayoisis' sisin= nips aCe 5 5s) i voeeeuatne tees 
ON ae peated agi Sin aa 500.0 407.3 03:5 
Defence Construction (1951) Limited ...........- sees eee ee etic eee eess zt 2°8 —2-8 
Eldorado Mining and Refining Limited.......--..+++++ee0e- 8-2 S28 | aaeewen cea 
Export Credits Insurance Corporation.......+.ceeeeeeeeeeees 5-0 Ds ORs sawn ae 
National Harbours Board..........- Pere 106-0 106-8 =0:8 
Northwest Territories Power Commission.........-++se+0+ 8-1 -f eo 
Polymer Corporation Limited........-.+scsseesseceecrceees 34-0 7-0 en 
Ober Crown AERIS. «ences cceceleicsscneesveeewvaccrinnenens 4-4 i . ° 
1, 788-2 1,705-2 83-0 


‘ 


Loans to Central Mortgage and Housing Corporation for the fiscal year 
were $101 million, of which $89 million is for lending purposes, $2 million for 
construction and $10 million for federal-provincial housing projects. Repayments 
of $8-5 million bring the net increase in advances for the year to $92-5 million. 
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In the fiscal year ended March 31, 1954, the Government advanced $121 
million to the Canadian National Railway Company for capital purposes, the 
retirement of funded debt in the hands of the public and to cover the operating 
deficit of the Company for the ae three months of 1954. From the procecds 
of a $200 million twenty year 32% bond issue sold to the public early in 1954, 
the Company repaid the Government $147-8 million of advances for capital 
purposes. In addition, it repaid a temporary loan of $16 million obtained during 
the early part of the calendar year, 1953, when the operations of the Railway 
were resulting temporarily in a deficit. Asa consequence of all these transactions 
the advances to the Company were reduced by $38-8 million during the fiscal 
year. 


In addition, the Government purchased $20-7 million of 4 per cent preferred 
stock of the Coane National Railway Company in order to assist the Com- 
pany to finance additional capital expenditures. This stock is issued under the 
authority of the Canadian National Railways Capital Revision Act, 1952, in an 
amount equal to three per cent of the gross revenues of the Company. 


The advances to the National Harbours Board were reduced by $0-8 
million during 1953-54, bringing the amount outstanding to $106 million at the 
close of the year. The balance represents all the outstanding advances In con- 
nection with harbour developments at Montreal and Vancouver, and a portion 
of those in respect of Three Rivers. 


Polymer Corporation Limited, a Crown corporation engaged in the manu- 
facture of synthetic rubber, reduced its indebtedness during the year by $3 
million. 


Advances to the Canadian Farm Loan Board were $32-6 million at the 
fiscal year-end, an increase of $3-7 million over the total at March 31, 1953. 


Other inereases in loans to, and investments in, Crown agencies were 
$6-8 million for Atomic Energy of Canada Limited, and $4-7 million for Canadian 
Broadcasting Corporation. 


Other Loans and Investments 


It is estimated that other loans and investments decreased by $88-6 million 
during the fiscal year. The following table shov.3 the main accounts in this 
category together with the changes during the fiscal year: 


TABLE. XXXVIII 


Orner Loans AND INVESTMENTS AS AT Marcu 31, 1954 anD Marcu 31, 1953. 
(In millions of dollars) 


Balance at March 31 
| Increase or 


1954 < Decrease(—) 
Estimated 1953 
Loans to United Kingdom and other governments.......... 1,772-3 1, 864-9 —92-6 
Subscription to capital of International Monetary Fund...... 322-5 aati Locals con wem uae 
Subscription to capital of International Bank for Recon- 
struction and Development... 4.52.00. cec0sesspeans 70-9 PURO \aeumenos tite ces 
Loans to provincial and municipal governments........... 83-5 87-2 —3-7 
Advances under Soldier Settlement and Veterans’ Land Acts. 161-9 162-7 —0:8 
Miscellaneous loans and investments...............eeeeeee0% | 26-4 17-9 8-5 
| 2,437-5 2,526-1 —838-6 


ie aac PE a TY i ae ee 


eee ee ee ee 


103 


The loans to the United Kingdom and other governments consist of loans 
to the Government of the United Kingdom under the authority of The War 
Appropriation (United Kingdom Financing) Act, 1942, and the United Kingdom 
Financial Agreement Act, 1946, loans to other governments under Part II of 
the Export Credits Insurance Act and miscellaneous foreign loans. The following 
table shows the changes in this category during the fiscal year: 


TABLE XXXIX 


Loans to Unitep Kincpox AND OTHER GOVERNMENTS 
(In millions of dollars) 


Balance at March 31 
Increase or 


1954 = Decrease(—) 
Estimated 1958 
Loans to United Kingdom— 
The War Appropriation (United Kingdom Financing) 
PACTS: fm irate nie ate era oie she Bienen ie Bre ee 142-5 196-1 —53-6 
The United Kingdom Financial Agreement Act, 1945... 1,142-1 1,156-7 —14-6 
1, 284-6 1,852-8 —68-2 
Loans to Other Governments— } 
The Export Credits Insurance Act, Part II............. 440-8 460-2 —19-4 
Bhiscellansous ad vances ss. wemeae ces eae. eres acne 46-9 51-9 —5-0 
487-7 612-1 —24:-4 
1,772-3 1,864-9 —92-6 


Under the terms of an agreement entered into on August 13, 1958, between 
the Governments of the United Kingdom and Canada, the Government of the 
United Kingdom agreed to reduce the unpaid balance of the $700 million 
interest-free loan granted under the provisions of the War Appropriation 

United Kingdom Financing) Act, 1942, which then amounted to $188-6 million, 
to $150 million and to repay the balance by quarterly instalments of $7-5 
rnillion payable on March 1, June 1, September 1 and December 1 in each year, 
“he first instalment to be paid on March 1, 1954, and the final instalment on 
December 1, 1958. Under the agreement the loan is to continue to be free of 
interest until December, 1958. 


During the fiscal year 1953-54, the Government of the United Kingdom 
repaid $53-6 million of this loan reducing the balance outstanding at March 
31, 1954 to $142-5 million. 


In addition, the Government of the United Kingdom repaid 314-6 million 
on account of the $1,185 million loan made under the United Kingdom Financial 
Agreement Act, 1946, reducing the balance outstanding at the fiscal year end 
to $1,1-42-1 million. 


Outstanding advances made under authority of Part II of the Export 
Credits Insurance Act are estimated at $440-8 million, at March 31, 1954, a 
decrease of $19-4 million for the fiscal year. Advances under this Act represent 
loans made to certain foreign countrics to assist them in purchasing goods and 
services in Canada. Miscellancous advances to national governments show a 
decrease of $5 million, of which $3-6 million is due to the repayment by the 
Government of the Union of Soviet Socialist Republics of advances made uncer 
authority of section 3 of the War Expenditure and Demobilization Appropriation 
ct, chap. 37, 1945 (2nd Sess.). 


wh oan yere 11> Sie i7 
reme's jad & oer 
ae = .’, 

{Oe = (pi Tes A 4 


2 Nig oreccns reeset mente: 


tes ls es a | vss fe ; =) 
a <=» oo . ay ea a 5 ; " 4 ; nl 
ore oot Wal 3 ee sve si é t: fever } ; 
wd ‘en, Wea upgchl Si ee? fain sade ie Mike ea ie 
re a ead ses ta om ton: 
iy s 2 
i beta culllict ‘satya hens | 


moe #. i owl “t dew wo olde at aah 
pe Baie @ os. caqcaletedi-tar! wo 
‘tnbgd 3 2207 fb dar tl 


== Meueatinaeaoen ¥ bpbSs:? onikin 
a 4 fica. “ ie in is 16 oie 
aT) are sostot s.4 V4 -E 747 

a at CLE og Se0! | 


aaarwn és nd 
_ - er pod ia? lo {AROTte 


Syl tera ee 
doveld ‘a Sees bet : 


resi tts.- io: 
leas) 
neo Ww 


ie Yas 
‘a ong ‘SM. iat | 


tweed wt lo I) ot se pei aw al chet ea” sie Ont 7 eat oe ie =a 
eat “© dali = ae 066 Ja tu ianniee Cle saltarnacait Se ; | 
Savoye: oP Hh Bay cnet P76 Ie es Bill LE (Gomiine €: : ‘ 
has ax bale $e a of 19°49 = 4} 
Oo Wacky i? ‘ie WP Rita ora tf 
mpl ia a Aree Giwey: @: hid Getta: ; | 
ae 7 


ord en to Aiheps?S ge Vf ai 


Case 


7 » Sens ee” 
o: 


a eget bteags.- ‘erate " 


a, ines is i eee 
ir tut oe siabdmes silinia pithy: wit. ry + ts oneal ke SS oak 
ah? Por! orl ai) ut novig Bi roR ee owrienk pala wo Pa > 
tld eas ie S19: 1 mille; for the Deal sear arcu a nee 
inebaiieg ta i na rd x | “, TeG er oy we ti, b@1sy: 7 


+. 


we ha iD qi oh Tl) Adel)- @ spt ier pie bv ©: no RS m@ * ae 
' ; » Wy Z att Est o ae 7 
a i es : tee: Speyer —f . 
=) . ao 
a oT 
ma 


De of ¥! im oul 
plltve v1 joviay a gover eheod &)-8541 neal Fw 


gotrro) bares of 


d THY, 


mc 


nn ie hs 


mi! j : wi . 


: = han iibrie Cm. 
‘ pee wig in ih . ae 


why ote a tel mis off oe Horie 


Geto), bail ving > ws Oe 
0 .°8 nd fa ab ee 


4, 7 


Baa 
104 


A summary of the outstanding advances under Part II of the Export 
Credits Insurance Act is given in the following table: 


TABLE XL 


ApVANCES TO FoREIGN GOVERNMENTS UNpeER Part II oF tHe Export Crepits Insurance Act 
(In millions of dollars) 


Total Total 
Outstanding | Repayments | Outstanding 
—— at during at 

March 31 1953-54 March 31 

1953 1954 
ES SLUT crave censor et O do Ore le etatea era wie a Siar ahora 55:4 2-3 53-1 
11a Vea Rae OU en Ree RT Re arr a aC ene erect cert ae Ae e5 7 EY iad (ea era ote 49-4 
Ozechioslowa lima ct arte eee ae clea ereloielaels Correa enti titers QO er eels aeraeee 9-9 
fee it Re A aie rita ey ical ee a SENT ON MOCO Sete OO 209-2 8-4 200-8 
b I y¥e Voystocy t: Ae Seeger Snr Sees ere, Me Re Syosset OR 7-7 1-5 6-2 
Netherlands. sc ccccataedion 6 waeraaieteresia nots center erm naes 110-2 4-6 105-6 
NOE WES oo sia or Tie ee TEN a etree ret istere ye sista aha vats) orators lerataparateNe 18-4 2-6 15-8 
460-2 19-4 440-8 


All payments falling due during the fiscal year 1953-54 have been received 
in accordance with the agreements entered into by the Governments of the 
various countries and the Government of Canada with the exception of payments 
owing by the Governments of China and Czechoslovakia. 


Miscellaneous loans and investments increased by an estimated $8-5 
million during the year. Included in this category are the balances receivable 
under agreements of sale of Crown assets which show an estimated increase of 
$8-1 million, of which $8-0 million is the balance due by A. V. Roe Canada 
Limited from a sale to that Company of Crown assets. (A contra account to 
these balances receivable under agreements of sale of Crown assets is included 
in deferred credits). 


Sinking Fund and Other Investments held for the 
Retirement of Unmatured Funded Debt 


There was an increase of $73-1 million in these assets during the fiscal year, 


due mainly to the purchase of $75 million 3 per cent Government of Canada New 
York Loan 1948-63 bonds having a value in Canadian dollars of $72-7 million 


Deferred Charges 


Deferred charges increased by $10-3 million during the fiscal year, reflecting 
a net increase of $10-3 million in unamortized discounts and commissions on 
vans, due to the payment of $29-5 million for discounts and commissions on 
new loans offset by the annual amortization charges of $19-2 million on past 
loans applicable to and included in the expenditure for 1953-54. 


Sundry Suspense Accounts 


The decrease of $7-9 million in sundry suspense accounts is due to the fact 
that the deficit arising from the exchange revaluations in respect of the assets and 
liabilities of the exchange fund account was $191-2 million at December 31, 1953, 
compared with $199-2 million at the close of the previous year. 


Reserve for Possible Losses on Ulti:nate Realization of Active Assets 


The sum of $50 million was added to the reserve for possible losses on the 
ultimate realization of active assets with a corresponding amount shown as an 
expenditure during the year and $99-5 million was written off the reserve in 
respect of the temporary loan to the old age security fund in 1952-53 resulting 
in a decrease of $49-5 million in the account for the year. The balance of the 
reserve as at March 31, 1954, is estimated at $496-4 million. 
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C. DecreASE IN Net Dest 


The estimated surplus of $10-1 million for the fiscal year resulted in a cor- 
responding decrease in the net debt of Canada, reducing it from $11,161-7 
million at March 31, 1953, to $11,151-6 million at March 31, 1954. 


GROSS AND NET DEBT 
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6. THE PUBLIC DEBT 
Gross and Net Debt 


The unmatured funded debt of Canada decreased by $241 million during 
the fiscal year but this decrease was more than offset by an increase of $298.3 
million in other liabilities—principally in insurance, pension and guaranty, 
floating debt, sundry suspense and deposit and trust accounts—with the result 
that the gross public debt of Canada increased by $57-3. million from $17,918-5 
million at March 31, 1953, to an estimated total of $17,975-8 million at March 
31, 1954. During the same period the net active assets increased by $67-4 million ° 
with the result that the net debt—which is the gross debt less the active or revenue 
producing assets—was reduced by $10-1 million. 


The following table shows the relationship between the gross public debt, 
the unmatured funded debt and the net debt as at March 31, 1947, to March 31, 
1954, inclusive, together with the amount of decrease in net debt. 


TABLE XLI 


STATEMENT OF Pustic Dest, UNM4TCRED Funpep Dest, Active Assets AND Net Dest or CANADA 
aS aT Marcu 31, 1947 To 1954 INCLUSIVE 


(In millions of dollars) 


Gross Public Debt Decrease 
ooo Less Hn6 in 
As at March 31 Unmatured; Other Active ant Net Debt 
Funded Total Assets ney During 


| Debt Liabilities Fiscal Yesr 


Toy a Me gel OSE AR 16, 541-9 | 1,156-3 | 17,698-2 | 4,650-4 
| 


| 

| 13, 047-8 | 373-6 
Shit ee ea: 15,957-4 | 1,239-9 | 17,197-3 | 4,825-7 | 12,371-6 676-1 
bs TE: Pectahe ee Eee Va 15,585-0 | 1,365-4 16,930-4 5,174-3 | 11,776-1 | 595-5 
Ch) ae ee Pe Oe aie 15, 183-1 1, 562-7 | 16,750-8 5,106-1 | 11, 644-6 131-5 
CC CM is Wi WI Pera CR | 15,026-8 | 1,896-3 | 16,923-3 5,400-0 | 11,483-3 | 211-3 
a ER ele iy Py | 34,695-4 | 2,862-3 | 17,257-7 6,072-4 | 11,185-3 | 248-0 
1 SND ORR an ech P ate | 14,810-5 | 3, 108-0 | 17,918-5 | 6,736-8 | 11,161-7 | 23-5 
1954 (Bistinratedji.a....... | 14,569-5 | 3,406-3 | 10-1 


17, 975-S 6, 824-2 | 11,151-6 


Unmatured Funded Debt 


It is estimated that the unmatured funded debt of Canada totalled $14,569-5 
million at March 31, 1954. This is $241 million less than at the close of the pre- 
vious fiscal year, and $1,972-+4 million less than at March 31, 1947. Interest 
charges on the unmatured funded debt amounted to $412-3 million in 1953-54, 
a decrease of approximately 7 per cent from the total of $444-1 million in 1946-47. 
However, as the gross national product rose from $12,026 million in 1946 to 
$24,260 million in 1953 an increase of over 100 per cent, the relative burden of 
the funded debt, measured in terms of interest charges as a percentage of the 
gross national product, actually decreased from 3-7 per cent in 1946-47 to. 
1-7 per cent in 1953-54. 
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Summary of Security Issues and Redemptions during the year 


During the fiscal year 1953-54 the Government issued securities payable 
in Canadian dollars: in the principal amount of $3,150 million (excluding the 
refunding of treasury bills which mature periodically) and redeemed maturity 
issues in the amount of $3,386-1 million of which $3,384-3 million was payable 
in Canadian dollars and $1.8 million in sterling. 


The financing of these redemptions was effected as follows: 
(in millions of dollars) 


By proceeds of new issues: 


Canada Savings Bonds Series § (net). ............. S60 
SEWER Ive Sena sO «\.06.5 sn) 9 hie ee wee ee ae ele 40 
Piercase im. 'Treastiry Bis. 44s eaecs eae Cai eas 50 
950-0 
By refunding or conversion into new issues............. 2, 200-0 
By available cash— 
Pagie ia) (ener. carota eaumeeanee ts fea eee 234-3 
Bree ole, vee Ola, 8 cna ao oh eae wo Ge ees 1-8 
236-1 
F 3,386-1 


As a result of these transactions the net decrease in funded debt is estimated at 
$236-1 million. 

The Canadian dollar vatue of the Government’s unmatured externai funded 
debt is estimated to have decreased by $6-7 million during the fiscal year. Of 
this amount $4.1 million is in respect of indebtedness payable in United States 
collars and $2-6 million in respect of sterling debt. Apart from the redemption 
of $1-8 million of 4% Registered Stock payable in sterling referred to above, the 
reduction resulted from revaluation of liabilities payable in sterling and United 
States doliars consequent upon the change in the exchange rates as compared 
with the previous fiscal year end. 


As unmatured funded debt payable in Canada decreased by $234-3 million and 
as debt payable in sterling and United States dollars decreased by $6-7 million, 
the net decrease during the year in unmatured funded debt was $241 million. 


Average interest rates on unmatured funded debt 


The average coupon rate of the Government’s outstanding funded debt at 
the close of the fiscal year was 2-86 per cent compared with 2-77 per cent at the 
close of the previous fiscal year. 
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AVERAGE INTEREST RATE ON FUNDED DEBT 


PERCENT 


rad ee 
ee 


! 

0 | oe cae 

1930 1935 1940 1945 1950 1954* 
* Fstimated 


Further details of redemptions and new issues of securities during the fiscal 
year are set out in the following tables: 


TABLE XLII 


REDEMPTION oF FuNDED Dsst DurineG Fiscat YEAR ENDED Marcw# 31, 1954. 


Interest Where 


Maturity Date Rate Payable Amount 
% $ 

U5 07s '7a) ( US a Pe ng ne oe ayer Sel x Mar A Peary SRW nO Rk SNE a a PON 3 eed " 43 Canada 20°, 000, 000 
Maw 15) 1953- Deposit Carhinontesyn. .eqss ce aaneseece coe aeons 13 Canada 200, 000, 000 
September ds 16S sc caesar TR soon eye eueA 2 Canada 550, 000, 000 
November 21000. axes ao ete Aenean A rete erate rt eee at 2 Canada 200,000, 000 
November 1, 1953 -5i2.0 ao uaivteaeeris weve serene taierenitaresis eerie eves aieieree 2 Canada 200, 000, 000 
November Io. 1953:.5 4 siacciaseaan stein aecteementasrin oiraem ae maaan 2 Canada 300, 000, 000 
Wier s 1) TOGA, Rid twee a,c + hee aoe oe ac teem aes a ek ha ee 23 Canada 550,000,000 
Marche (10 p45) o 8 35 seria cre or ae rene aerate creeereeme ae 3 Canada 676, 355, 489 
September I, 1958, Registered: Stoek...0.c. ce. asaoaeeenies dene o <4 4 London 1,764,770 © 
Wor Savings Certiticatesiss a0 ono ose ae on eee aces 3 Canada 36, 283, 540 © 
Canada Savings Bonds; Series 1-7........0.000scces-0cee0sneseeres 23-32 Canada 471,748,100 | 

Total Rademptlomal eht./...00.c0s7ho mids weeds bene soe ee 3,386, 151,899 
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Contingent Liabilities 


In addition to the direct debt set out in the statement of assets and liabilities, 
the Government has certain contingent liabilities. These consist of securities 
issued by various Government owned enterprises (such as the Canadian National 
Railways, the Canadian National (West Indies) Steamships, Limited, and the 
Saint John Harbour Commission), guaranteed as to principal and interest or ag 
to interest only, and a number of other miscellaneous guarantees, the chief of 
which are the guarantee of deposits maintained by the chartered banks in the 
Bank of Canada and of bank advances to the Canadian Wheat Board; the 
guarantees of certain loans made by chartered banks to veterans or farmers for 
certain authorized purposes; guarantees under The Export Credits Insurance Act 
and certain commitments under the housing legislation. 


The following tables give details of the bonds and debenture stocks guar- 
anteed by the Government, and also indicate the nature and approximate extent 
of the Government’s other guarantees and contingent liabilities. The most 
significant change during the fiscal year was the sale ‘of $200,000,000 32 per cent 
guaranteed bonds of the Canadian National Railway Company. The proceeds 
were applied to the redemption of $50,0000,00 5 per cent Bonds due l’ebruary 1, 
1954 and to the repayment, of interest- bearing capital advances from the Govern- 
ment of Canada. 


TABLE XLIV 


Bonps AND DespeNtuRE SrocKS GUARANTEED BY THE GOVERNMENT AS AT Marcy 31, 1954 


Date Estimated 
of Issue ae obit Amount 
Maturity are Outstanding 
% $ 

Mays Ped, 100th oo City of Saint Joha Debentures assumed by Saint John 
Harbour Commissionerae. a. csiaar opto seer cere 5} 3,329 
Mars 1958. a seer Canadian National (West Indies) Steamships Limited.. 5 9,400, 000 
June lb) lOasasese- CanadinmiNational=no.c. 0 hefoc 2s ay en ne See eee 42 48,496, 000 
Bevo elk obra een Canadian National. ............: tas Mee rey dl ae non eat 43 67,368,000 
Ab he BEB YAG RE 5 sac CANAL AUN SIELON AL es « a: aac asiee, eastern hes arses eae neers 4% 64,136,000 
oily. “ZO 1958. as. eo Gann dian dNorbnehicr nen cate mene oe oe otc oe ae rere 3} 5,636, 506 
Jane elo i050n Manachisiiip NAVOUAL Stas caches tine ieee neo 3 35, 000, 000 
Mayr 24. 5106055 once Canadion Nortuern Aibertan.. 0: tn cctlecsuo es cate ein gpie creer 34 550, 727 
Mase 19 51061 ees Canndian Norphern Ontario...ati-non Gs oslo ence ucae nae 34 3,597,518 
pis © ily se Ree ee Grand ORrunker wis tines, 6c eo ve oath aarkoew Fe om od epmare eres 3 26, 465, 130 
Janie 4, 10622 sie Grand Trin Pacuiica-. cere mice sere cits PicLens deere 4 7,999, 074 
AVS ast, JUIN Aare GaN acai Newtlo Gale ade oe sas ence rec oes ne roe aisinre 3 35, 0C0, 000 
pans 925) 1907 coca CAT OLIN ON EON ON aa Aes en coe erences cea rcncnrokets, Mee cE See as 22 50,000,000 
Sept. 15, 19695..5... Cynation National: sate ction seo oar ee aero 25 70,000, 000 
watts) Abe Ode ee @anadian Nstronalcn nce ue + Gates fates ce ere ee caeton nieterainans 25 «J, 000, 090 
Bob. 1974 tee CO TIUCL TOUTING CAO TRU oy arom ee res ers satel cane oar eae ee cere miei ae 3? 200, 000, 000 
June Wo. 1905, eo. Canadian wNationnle A emia sos. ascent hao tomes 23 , 000, 000 
Perpetiial ...0% ac. as Grand sTrink Debentire Stock ms ..0 occas > ieee emic mee 5 696, 493 
Perpetual 325 .c.saa ac Great: Western Debenture Stock... 2.2.42. .<.aeea ee aon 5 223,331 
Perpetual: «.cy.a. ce <te i Grand: Erink Debenture Stole.ccck cw. ons vstorteeteeiele oe 4 2,803,579 
Perpetual..2 05.4 wesc Northern Railway of Canada Debenture Stock......... o 8, 254 


673,383, 941 
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TABLE XLV 


OTHER OUTSTANDING GUARANTEES AND CONTINGENT LIABILITIES 


Deposits maintained by the chartered banks in the Bank 
evcanads (Febrmary 27, 1954) 2 00s eke oneness 


Bank advances re Province of Manitoba Savings Office 
eB O94) chet bunch o coals h se See Ie 


Province of Manitoba Treasury Bill (March 31, 1954). 


Loans tmnade by chartered banks under the Farm 
Improvement Loans Act (January 31, 1954)..... 


Loans made by chartered banks under the Veterans’ 
Business and Professional Loans Act (December 31, 
BETO Ce hs So taen A Sa SEL eT, Cee 


Guarantees under Part II of the Export Credits os 
ance Act (March SG ears sce i Men aeieen hee g 


Loans made by approved lending institutions under 


Dominion and National Housing Acts (December 


Guarantees of land assembly projects under National 
Housing Acv (@ecemiber 3121053) APR as oe e 


Loans made by approved lending institutions under 
Part IV of the National Housing Act, 1944, for 
home extensions or improvements (December 31, 
BOSS Os gs ae 3 oe ewe sade ae eee eee 

Loans made by chartered banks under The Prairie 
Producers’ Interim Financing Act, 1951 (January 
BR LUDA Vee aS oc fn wna vig eee aarin eed Meme neers 


Loans made by chartered banks to Canadian Wheat 
Boar (rebrusry 27, 1954) )5 4.42055 22cm ne ee 


Estimated 
Amount 
Outstanding 


S 676,629,369 


2,540 ,078 
1,000,000 


31,460 ,019 


2,092 ,918 


8,925 ,000 


Indeterminate 


543 , 286 


7,214 


29 ,034 


69,117,693 
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7. SUPPLEMENTARY DETAILED TABLES 
REVENUES 
EXPENDITURES 
Loans AND ADVANCES AND INVESTMENTS 


UNMATURED FuNDED DEBT 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(thousands of dollars) 


| | 
7 3 eae Estimated 
— 1949-50 | 1950-51 1951-52 1952-53 1953-54 
* | 
$ $ | $ $ $ 
Tax ReEVENUE— 
ah Paxes— 
Irect taxes on Incomes— 
Tadivcdent INCOME) Ck aay eee 621,982 652, 329 975,776 | 1,225,276 1, 280, 000 
Less old age security tax trans- 
ferred to Gla age secubieya TUNG ss leacacmr eee vate ert tits —100 —45, 250 —90,700 
Tax on interest, dividends, rents ay ; 
and royalties going abroad...... 47,475 61,610 55,017 53, 674 54,000 
Corporation income tax......... : 603,193 799,197 1,132,680 | 1,276,940 1, 249,000 
Less old age security tax trans- ‘ 
ferred) to old eve sectinioy, Lunds alee siniine erie eroeiere ete terere —2,000 —36, 850 — 55,600 
FEXCOSS DLO its ba kya. ey ee eres —1,788 10,141 2 OOM hedite vases a leans ca ee 
Total direct taxes on incomes.. 1,270,862 1,523,277 | 2,163,738 | 2,473,790 2,436, 700 
Secession Gutics...cceneete emcee rer 29,920 33, 599 38, 208 38,071 40,000 
(otal Directmlhaxcsenses eerie 1,300,782 | 1,556,876 | 2,201,946 2,511, 861 2,476, 700 
Indirect Taxes— 
Customs import duties........-.+2+- | 346, 365 389,442 408 , 000 
Excise duties— | 
Spirits, malt and beer............- 107,035 129,390 120,851 127, 684 133,000 
eke tobacco and.cigars.... ee pe 100,711 ne be: 
ICONSES Sorat cisions eee 
PETE iis OU SOPs ar: —2,490| —2,868| —-3,658|  —3,276 —3,938 
otal Excise Dutiesin vec ciee ees 220, 565 241,046 | 217,940 241,360 228, 000 
Excise taxes— 
Silas 4.0 eashtae ee ee 415,222 | 470,627 | 611,492 | 725,398 759,700 
Less old age security tax trans- | 
lorsad <a old cau security fandaal eure xa seme 24,008 | —141,558 | —147,700 
Automobiles, tires and tubes...... 38,193 70,841 | 100, 904 | 89,883 101,000 
Beverages (soft drinks) SRN Cte 1,627 7,212 | 19, 230 | 12,481 12,000 
Candy and chewing gum.......... 1,030 10,880 ' 11,531 12,391 12,800 
Cigarette papers and tubes........ Gere 400% | MIE Aiea dis « Sn t heen scenes cae 
Cigarettes, tobacco and cigars. $3,497 85,199 ! 106, 354 102, 645 110,000 
Electrical appliances wenn cari 5 Pee eee 2,080 ! 4,393 4,305 5,000 
GUS nets : keen ee ear ernce 2,937 4,509 | 4,793 5,710 4,000 
Jewellery, watches, ornaments, ‘ | nae aa a oe 
GEO vol, cist ene aren tenant tte 4,077 ,459 | : : A 
Matches and lighters.............. 1,091 1,161 | 1,855 1,394 1,300 
Stamps on cheques, money orders | 
Ca Res IND es As Be A 9,898 | 10,945 ° 11,346 LO: OGRA hanoee cee cee 
Stoves, shing machines and) 
refrigerators SA eRe arone Ahi eeeamodee SR Rae 10,923 gare ol eRe 
ae ion noah radios, tubes and Bes \ ee on awe ‘a 
DHONOSPANING: ns cies eaten a aire aie LOL ,ot 52 yd 14.5 
Toilet preparations....-........... 4/316 | 4,551 | 8,467 7,195 +000 
Transportation and communication Sp OU lessees [rsseeeseneseleceeeesecsse[eceeeeesense 
oo bags, luggage etc......... 25207 | gee | hee hee eo 
ENGS ios Loe Ae aetta ted Oe 2,120 2.220 =A pou s 
Sundry commodities.........0.,.<- 210) 4,327 4,143 5, 964 6, 700 
Licenses, interest and miscellaneous 370 372 463 461 5 
Less retunds (mainly sales-tax).... —11,785 —10,506 | —13,723 — 20,499 —20,000 
otal Excise Taxes .2-.4..0e see 571,457 686,765 885,928 841,890 882,000 
Other Taxes— | 
Chartered bank note circulation..... TOE. teehee treat a ean eereetae Sills are ote eae elites acs Cre 
Insurance premiums................. 3,789 | 4,223 | 4,753 12,361 13, 600 
NMisesllancoig. scot eee eee 525 710 | 843 679 i 


| 
ede es Ge) Menge Fier ee a ree ee 
‘total tndiwect Taxes) jar.ce eee eee 1,022,335 ty 1, 228,474 | 1,455, 829 | 1,485,732 Jol 532,300 
PreRender er ges ae ere 


2,785,350 3,657,775 | 3,997,593 4,009,000 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 


Tax Revenve—Concluded 

Non-Tax ReEvENUE— 
TESLA) Cae Re Sea Sale aang a ee 
Return on investments 
Bullion and coinage 
Premium, discount and exchange 


ie nred 623 Obs leLs ia ie yar! os .6 


Total Ordinary Revenue 


SrectaL Recerets AND CreDits— 


Sale of surplus Crown assets 
Central Mortgage and Housing Cor-) 
poration— 
Profits paid to Receiver General.... 
Proceeds and depreciation reserve} 
with respect to the sale of w. artime! 
housing properties 
Refundable portion of income tax and 
excess profits tax—Transfer to tev-' 
enue of excess reserves set up in! 
BRO MOUS) VEATS ores cur Gan sis pete siete oe | 
Transfer to revenue of provincial 5 per 
cent corporation income tax suspense 
account pursuant to the 1932 tax) 
PEN eS SCTESINGNES,... osc oessawes <a 
Sale of Crown assets under agreements; 
2 AS a ae | 
Payment received from the Govern-, 
ment of the Union of Soviet Socialist) 
Republics in scttlement of equipment! 
ant material delivered under mutual! 
aid after September 2, 1945.......... 
Transfer torevenue of Canadian Wheat) 
Board s SUSDEUSOIACCOUNE.§ ion eek ares 5 | 
Surplus of Canadian Arsenals, Limited.! 


Writeuyn to. active assets—Atomic 
Enaerg: of Canada, Limited— Capital; 
eiA50 a Cn en ea Tae en rae an 

Miscellaneous special receipts.......... 


Total Special Receipts and Credits... 


Totat REVENUE 


(thousands of dollars) 


1919-50 1930-51 ie 1951-52 | 1952-53 
| 
$ ara $ 
84,512 90,443! 104,610} 111,905 
91,529 89,529 i, 622 116,906 
4,523 4.708 4833 4,386 
NEN a 17,362 17,697 1,467 
25, 035 31,108; 37,205 45,471 
205,599 233, 348 | 281,972 280, 135 
2,528,716 | 3,018,698 | 3,939,747 | 4,277,728 
aC EROS oka aes 
16,351 19,613 | 14,712 7,638 
1,241 2, 862 | 3, 144 2,054 
2,835 4,351 | 9,843 6,701 
ee ei 25,000 7,367 bea 
et FEN eh, See aes oo 45,000 
tea Neti,” Kea teen | 6,325 
[ve ee eh oon NO oe Sie We lone 6,114 
| i 

RN SE SAS a cr eae Pe 4,794 
28, 298 42,013 | 6, 096 4) 469 
51, 425 | 93, 838 41, 162 §3, 095 
2,580, 141 | 3,112,536 | 3,980,909 | 4,360,823 


() Included in Return on Investments. 


Estimated 
1953-54 


317,400 


—_——____—_ 


4,326,400 


(eee 


7,866 


46,900 
9,204 


a 


73, 686 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 


FOR THE LAST FIVE FISCAL YEARS 
(thousands of dollars) 


s —_— 1949-50 1950-51 1951-52 
$ g $ 
Agriculture— 

‘Administrati jon and general......... ae 644 | 692 : 430 
Scianceiservice eon cee eee ee 5, 684 6, 685 6,992 
Experimental farms service........... 5,810 7,140 7,729 
Production ServicGs.ce. eee crac eee 06 8,771 9,182 9,335 
Marketing servicds..es-srcn<ccaeacar 4,387 4,936 4,555 
Rehabilitationand reclamation projects 8,846 13,212 11,813 
Freight assistance on western feed 

PLAINS Poe So ee eine ee 16,764 15, 638 - 14,999 
Premium on hog carcasses suitable for 

export to United ESN GM eee eee 4,982 5,100 5,374 


Advances to prairie farm emergency 


Estimated 
1953-54 


NTU Rey ane vgbuicdckemoroncqdacngens 13,138 Ay BOL oleic valet se exe tl ae cranes ¢,5 4a ficlsiars etevatsiars as 


Payment to Canadian Wheat Board for 


Gistribubion to producers... eermsa selec stents terror Be 5 Serer ery ee Sok ee pee er 


Net operating loss—Agricultural prices 


SUPPOLt ACCOUNT: s «seein. o selerooere os 8,473 3,485 1,743 

Other expenanbures wees sce ec etece 2,548 7,411 3,861 

75,047 142, 785 67,134 

Aid tors Generals. Oricesestecr scares 562 574 601 

Canadian Broadcasting Corporation..... eis 2,203 8,301 
Payment from the consolidated revenue 

fund of smounts equal to taxes collected 

under the Excise Tax Act in respect ‘ 

of radio and television sets and) 

GSCUIPHIEN Gs 558 ie aigalec caren Pcie eicicis fo aie ee ota valoucrmapte eretlte Sieicy ox ans,ckocere 6) a'rsta et ae emer Tee Uma eterna: ete tere 
Office of the Chief Electoral Officer..... 4,456 278 | 368 . 
Citizenship and immigration— | ae 

Administration and general........... 376 531 | 1,114 595 | 

imumiorationibnanGhew neces 4,057 5,578 | 8,073 j 

Indian Avtairs! branch. .aceon <-> ones = 12,368 14,564 14,054 

LS COT £0,673 23,241 } 
Cryil Service Commission: a. ae a.ccss +s 1 ol3 1,580 1,692 Q 
Defence Production— | | 
Administration and general...........]..+..-...0.- iaeecae eee 8, 284 | re 
Capital assistance to defence industry.|............ Paswrcnavne efeeors 22,695 | 7S 
so watsleteameareee Bee iene aos & 80,979 
Poxternal cAdlairss oso c.cnc oe cena cave 7,050 | 7, 654 8,225 
Membership in commonwealth and) 
international organizations........... 2,671 | 2,962 | 2,724 7 
Assistance to other countries and inter- : | | 
national organizations............:. 6,950 | 11,464 | 26,034 26,628 | 

‘ 16,680 | £2,080 87,588 G, 25 
Finance— | 

Departmental administration and gen- | 

Ota yee sec is en ee ee as 5, 448 7,354 8,361 380 

Office of the Comptroller of the | 

FET ERSU Taser elon eee mee teenie es 11, 140 11,345 12, 554 “ 
Interéstion publie’'debtms. se... eek 439,816 425,217 432,423 re 
Additional amount required to place 

interest on public debt onaccrual basis|......0.....]-..+.eeecce: 87,510 
Cost of issuing new loans and annuall 

amortization of bond discounts and 

CCHAMAINSIONS, cds ip ada ones ee 10,46 13,354 10,717 | ,072 

Servicing of public Gout. aa. + easncraear 478 449 385 

Subsidies to PYOVINGES Aecncis os eeniee 19,170 18,735 20,108 20,108 

Compensation to provinces— 

Tax rental agreements, 1947 Act.... 76,881 | 94,123 96,868 23, 
Tax rental agreements, 1952 Act.....]...........- Paar eie eeiee 2 tear aer ar eeaenbiee ; 

Transfer of certain public utility tax 

receipts, sec. 7, 1947 tax rental 
AMreemMents ACK. 6. -c50.0 seam eee Lyte 4,565 Sy hoe . 
Transitional grant to Newfoundland. 6, 500 6,500 6, 500 s 

Government contributions with respect 
to the superannuation account—general 5,461 6, 831 12,911 = 
~~ preciell. co. ee 75,000! 98,000 i- 5, 


13,805 


STATEMENT OF EXPENDITURES BY DEPARTMENTS AND 


1] 


~ 


FOR THE LAST FIVE FISCAL YEARS—Continued ° 


(thousands of dollars) 


D MAJOR CATEGORIES 


a a a as 


—— 1949-50 1950-51 
$ $ 
Finance—Concluded 
GER UCSIUO INI VENUES tule ae ola cmralena wa Shoots oe-cm leo ak |e Sardesdtarn res 
Implementation of guarantees. (Ming 
IEP MNCLUS CLEA OM ACs) acral ak ros picisiasierse 6 |e oe eee 
Preimium discount, and exchange...... 19,740 
Wartime Prices and Trade Board 
PACIMAIMISCEA GIONS sos. nisine Mein isilewiee sa 2,567 1,599 
Commodity prices stabilization cor- 
eS ee een Sees arm a 
Advances for payment of drawback 
claims to millers and other manu- 
facturers of wheat products.......... 400 
Grant re Red River Valley flood......]............ 12,500 
Provision for reserve for possible losses 
on ultimate realization of active 
RIES ICIS Ge rea ln We ear ie ad Sa 75,000 75,000 
Assumption of part of Newfoundland 
debt under terms of union........... 62,293 
Write-down from active to non-active 
assets-- j 
Trading losses in securities invest- 
ment AC COUMGN. Seer arc cater re 8,299 
Soybean flour suspense account..... 126 
745,246 752,572 
DASNCNESS ot Ree OE eS Oe Bee eee 7,536 8,964 
Governor General and Lieutenant Gov- 

TOES MOE ras 6.6 ein feicie Sia eare loge arecereroare 274 244 
POSUUACOn sae nics: ora seis SO SORE 311 369 
PSE ROD ee VN ines (oyna AYE vets si atctes 54love 4,268 4,609 

Otkee of the Commissioner of Peniten- 

TERED: OU A easton eS en An ON gn Cae 6,691 7,798 

10,959 12,407 

1S STS TEU ch Gen kis 5 eR REE RISE ORR RCE CRI Cee 9,770 9,030 
Government annuities—amount  re- 

quired to maintain reserve.......... 1,256 660 

Unemployment Insurance Act 1940— 

Administration and general......... 24,033 26,805 
Government contribution........... 21,084 26,183 
66,143 62,628 

Legislation— 3 

Housetor Comimonsiecc po sesdiecas vse 3,765 BD ooe 

ATDUANY OF PP ATIIAINORG.. onic cclain sors s1a\ere 127 137 

SETI ES hu citrus mies rate Bere “cecum alee 1,178 976 

Rome Reap leeds Ke Se wate Sie fe shu wanes ha Gea bes 159 266 

6,229 4,711 
Mines and Technical Surveys........... 9,839 10,442 

Damimion Wool Board sc. icscuceeeincss « 4,337 3,561 

Emergency gold rnining assistance.... 13,716 7,114 

Write-down from active to non-active 

assets— 
Abasand Oils Limited.............. , 802 
29,714 aaa WE 
National Defence— 
Se moralee res: co ao hance Ge Eee megole se 383 901 
Defeace . te army, navy and air 
BECeINOB ey ueeier elon wae ees sudo 348,050 545,738 

Mutual “rn Ro AD © COUMEPICS cui oe |ais cree ere sete 195,417 

Defence research and development..... 22,389 23,415 

Pensions— 

Payments under defence services 
DATO Os arse ssp icua debe eR ome e 5,011 5,011 
Government contribution to permanent a 
services pension account...........-- 9,046 11,975 

Contribution towards military costs of 

PA ee te ek cau ene a's sininde ope kibreiee apple ee inwe'e 

884,879 782,457 
National Film Board .,..4 0200002000000 2,123 2,308 
National Health and Welfare........... 16,901 17,344 
General health grants......... ahccane 15,716 18,875 
FADE BUOWADCES cass carcereenciei>® 297,514 309, 465 


1951-52 


1952-53 


Estimated 
1953-54 


es, 


ee er 


a re? 


ee ee Ce a i cd 


re eee ee ee 


Foe eo ee er srerto reuse seroreelieerseeuccers 


ee | 


oe ad 


oe a ey 


5,096 


24,322 
320,458 


42,989 


5,110 
30,009 


11,302 
1,882, 418 

- 2,920 
22,935 
27,333 
334,198 


a) 


5,161 
35,252 


12,000 
1,839,673 
2,998 
27,918 
28, 964 
350, 142 
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{ STATEMENT OF EXPENDITURES BY. DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(thousands of dollars) 


Cece ere eeesefleeasaressece 


rer eeee 


406 , 585 
28, 343 
47,313 


19,500 
105, 553 


16 
241, 4265 


eS eeseweres 


$80,579 
28, 245 
50,092 
19, 488 
114,078 


3; 754 


10 Eee in eee ok ee enema le 61s eb wee MIR we wal 


16,688 


10,490 

9,434 
20,812 
13,458 
10, 538 
42,382 
4,327 


7 
239,859 


a 1949-50 1950-51 | 1951-52 
‘ie ee es 
$ ae $ 
National Health and W elfare—Concluded ! 
d age pensions including pensions to | 
blind PELSONS Wareeeeee eee ieee 93,189 | 103,169 80, 206 
Old age assistance and blind persons | : 
BIGWANGES: co Sie fe coe mclehina als ene then © eteveremetens | aielnis) wetevaare ree 2,999 
Deficit—Old agesecurity fund ....... UNE : 49,669 
423, $£9 $48,858 498,758 
National Researeh Cuuncii and Atvomue 

ners, Control Bosrdms ademas 16,170 ! 18,014 25,080 
National Revenue including taxation | ; 

CGIVISION Sac Moe ome eee eee ciate 47,832 | 46,056 45,763 
Northern Affairs and National Resources 22,605 | 20, 764 17,423 
PGSbi@Eice soa ara rete eens ee sia eitd 82,640 | OeTSlct 07,973 
Privy Council including Prime Minister’s | 

(ire, oak ise ee ims ere 4,248 | eelaed 4,097 
PupliceArchivesssnece ates ener 198 | 206 | 251 
Publie Printing and Stationery.......... 866 | 706 | 1,103 
PabliciWorksit ee eee eee €7,599 74,488 j 79,060 

Trans-Canada highway contributions..!............ | 7,205 | 12,792 

67,599 | 81,668 | 91,852 
Royal Canadian Mounted Police........ 15; 87h | 19,801 | 27,341 
Seoretaty of State, cool cde eeueenc oe 1,600 |! 2,005 | 2,399 
Trade ang Comierce junds nk << syne 25,761 | 93,443 21,817 
Deficits incurred by the Canadian 
Wheat Board covering operations for | 
KOCETUMeNACCOUUbaEs cece eres 4,471 | 2,530 
Deficit—Trans-Canada Air Lines.... 4,318 | Ieee 
$4,659 ! 27, Sus oP She 
Transport— : 
Administration and general........... 3,808 | 2528 3,179 

Con als service Re eT te ean Re 6,15 8, 2¢9 7,991 

Marin OrSEr vic Ow ony. ies 2 See oan te cece 17,630 Lion 17,465 

Reatlw ay S6rvicew a. snes ruiecoteor sneer 4,488 | 1,981 2,306 

Maritime freight rates act.......... 6,982 | 8.475 10,030 

AURA MICOS 4th re ee ee | 34,115 | 83300 30,298 

Canadian Maritime Commission...... | 2 ie 5,899 4,461 

Deficits— } 

Canadian National Railways....... | 42,043 | 3,261 15,032 
Cenadian National (West Indies) | 
Steamships Limited... ......0+.... | 461 | 1,029 467 
Prince Edward Island car ferry and! 
TOPINAVALS see eee ree £9914 1,267 1,365 
North Sydnev—Port aux Basques.. | 
[ENVY ANG CARIES, ore aie an lowe llvelsieiel ekcrane ices Ieee asics Paltca lice. cos ea 
National Harbours Board.......... §3. | 185 55 

Non-active assets— 

National Harbours board.........-« 4,236 | 1,465 | 1, 202 
123, £49 | 85,123 | $9, 901 
Veterans A flairs— | 

Administration and general........... 3,850 | 2,385 | 2,018 

Pensions icncpise cae pers eas feeerntias 96,091 | 95,577 103,703 

Treatment and aifter-care of returned { 

soldiers and allowances to depend- | 
CONUS tas See Rc Sen ee eae ae 69,507 | 71,646 ! 76, 097 
Hospital accommodation, additions, | H 
alterations and improvements Masi ti 3,511 | 3,008 | 3,758 
Post discharge rehabilitation benefits; 25,099 | 13,502 6,594 
War service gratuities and re-establish- | 
ment credits)..- ston oe 22,641 | 16,868 | 9,826 
Soldier settlement and veterans land | 
ASUS gh te tt ee eee eer ece 7,383 | 6, 282 | 5,922 
Provision for reserve for conditional i 
benefits under veterans land act.. 6,496 | Few G4 Ue 7,600 
Write-down of assets— | 
Soldier settlement and veterans land 
eam hostile. sab ce, ee oe 11,500 14 | 13 
246, 878 216,892 216,026 
Tora, EXPENDITURE........<< 3,732,875 


2,448,015 | 2,901,242 


4,337,276 


4,389,979 
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ANNUAL GHANGES IN ACTIVE LOANS AND INVESTMENTS FOR THE LAST 
FIVE FISCAL YEARS 


(In thousands of dollars) 


NOE | 
Fiscan YEAR Envep Marcu 31 


Oruer Loans AND INVESTMENTS 


195 = 5 53 Estimated 
50 1951 1952 195 1954 
$ $ Ss ye eae $ 
Worsitne Capitan ADVANCES *9 | 
Crown Corpor artons | : 
VAMAAIAN CA TSEDAIS Lube tere els. os ce eccalleo cows bexcnes ZPOOU ee a Aaa eee ck ee oe of eee eee eee 
Wanadian COMMercial Corporation... .<s1c use ccaccecclesevnesseoc. G00 soonest ences Sane 
Canadian Patents and Development 
Be ents Pia melo sk tah wins oaks lees PATTI te Se ty Beare Cr: DOG TI Aietncitereiee cetcee teen 
Commodity Prices Stabilization Cor- 
POA CtOnes ciara in co or Oe ack Cres. 000) |Orae 1,500 1Cre SOs aweeaese Cr 307 
Crown Assets Disposal Corporation. .... Cremer 183s) ee acne |Cr 45 | Busfais othe reel aie aioe eee eee 
Cr. 3,887 1,000 Bis00 ee cea Cr 307 
LOANS TO, AND INVESTMENTS IN, | 
Crown AGENCIES | 
Central Mortgage and Housing Corpora-| 
tion— | 
MOOSE eieie arate ci eal eek Sesrave 91,460 79,389 73,624 | 72,561 | 2,465 
Canadian Broadcasting Corporation..... 4,500 650 | 850 | 2,000 4,750 
Canndian Farm Loan Board............ 1,950 1,900 1,300 | 1,600 3, 700 
National Harbours Board............... 20,382 1,004 Domes 127 \Cr-. 763 
Canadian National Railways........... Gr. 20,963 19,888 139,998 | 141,822 |Cr. 18,092 
MiheriG@rowmMACene1es os k.6 cnc is eee (Cr. 1,295 |Cr. 540 |Cr. 542 | 14,614 951 
96, 034 102,291 215,457 | 232,470 §3,011 
| 
| 
| 


Provincial and Municipal es dee. 4,031 |Cr. 3,180 |Cr- 4,129 |Cr.. ~3, 782 Gr: 3,774 

United Kingdom and Other Govern- 

ments— | 
United Kingdom—Loan under the 
War Appropriation (U.K. Financing) 


AG Go pee OAS tse area irie we Cr. 9,936 |Cr. 40,567 |Cr. 31,092 |Cr. 24,282 Cr. 53,616 
United Kingdom Financial Agreement 
Act, 1946—Loan aie ie, Ca ee A Re 120,000 90,000 |Cr. 14,010 '!Cr. 14,290 jCr 14,576 
Export Credits Insurance Act......... iCr. 10, 964 Cre 22.9385 |Crs20 600 jCr. 20,599 |Cr. 19,438 
CHAAYCT SR cas Rea net Seg eee tener ne a 144 5,461 ;Cr. 1,602 Cr 5, 002 
Canada’s subscription to capital of— 
International Monetary EUNGesssccacct 2200! scrare eters sy olla <israi sates sete) woror ote oreieeaieim'e/ utaieie eietetatene ate 
International Bank for Reconstruction i 
AMCs DeVOLOPILOnGs125 cer caw sies sates ¢ DOS: sWorcercisece Ria nie bf UU (epee ae eee ee oe oe IE 
Miscellaneous— 
Loans to veterans under the Soldier r * 
Settlement and Veterans’ Land Acts. qs0lo 15,521 (Cr, 1,209: |Gr 793 
Balances receivable under agreements 
of sale of Crown Assets.........2000- 1,043 |Cr 936 900 §,304 
Other miscellancous loans..........-.- 54 2,957 |\Cr. 256 3 


Sinking Fund and Other Investments 


held for retirement of unmatured 
funda debe. Ae PN eae Se BE ante asc se [late care orn arene ste 5,499 3,201 Heep 73,085 


Net Total of Changes in Loans and 
Investments....... E Ste Mateo te EE artes 218,010 68, 670 164,052 169,022 67,194 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1954 AND THE 


a 


Date of Maturity 


95S, Day Lee cect s-« 


September 1 


July De aeons 


November 1 
November 1 


2 
2 
2 
2 
2 
2 
2 
2 
3 
2 
LOST ORNL A rey en tet acu eiemrem eters 3 
November 1 2? 
POSS os Mia) Se crcuee vatcee waiaror & 3 
DUNG TS samen weicie  daeen ian cereale 3 
INGVenlberilecmancy can cemoeiesios 23 
1959, cJamuarys loi crevice e wore atereole ee 3 
INGV.GHIDED Lien cece ea) cmerercioeinic 23 
TOGO ine, Ie cates ete oem aire eicererers 3 
WOVEMDEr deneeunine Soest asters 22 
LOG Danan Valo Secret we mprctereatsteare 32 
TU62 Rep ranry densa ceeeaceten cS 
PRUSUSE Lc acts eivlaiere orverate elaione <3 3} 
LQG S Fea va ae etka re eee ee 3h 
ASSN We ete eee aces Carer 3 
AIS Po entcine aia slomererasin ee ioree 3 
AURUS Celie parrot a tienes 3i 
Octo wes tes Sins otter sear 3 
1955, O Vem b Ia] Ay teats serene 32 
OGG Utes Bees es foley ate aec arava ee eee 3t 
Sentemoer i... oc wacemnreismee 3 
[968s Tunes ast es ic cece area nee 22 
1072s September lies ns ca netaaetre te ae 2x 
1975 .cSeptem ber Lo. see ee erate. 23 
1978: January U0 soneon nee merase 32 
Peérpatuals ews cone eee eee ae 3 
Various, three treasury 
| os Barty a he er Vere nt ct Ae ans (4) 1-709 
Various, nine treasury 
Dillg SRR gal ae acre erate ere (4) 2-289 
Rave bie dn Gamacdiascacloee lei ianecens 
Payable mondo cs ceiem | secretes | 
Pavebleinenewy Louse. sacmlnsdtescse 


* Estimated. 


ANNUAL INTEREST PAYABLE THEREON 


ee 


Stee ew oe e tans 


ed 


wee eee eee eee 


er ey 


(}) Redeemable at 101 per cent. 
(?) Conversion rate estimated at $0-97 U.S. to the dollar Canadian. 


(*) Conversion rate estimated at $2-72 to the pound sterling. 


Rate 
per cent 


+r 


Ct ae en a 


rio 


Where 
Payable 


Canada 
Canada 


Canada 
Canada 
Canada 


London 
New York 
Canada 
Canada 
Canada 
Canada 
Canada 

| Canada 
New York 
New York 
Canada 
Canada 


Canada 


Canada 


eee ee ee ee ee eee 


er ed 


(4) Estimated average effective rate of discount. 


Amount 
of Loan 


‘ 


$ cts. 


200, 000, 000 00 
550,000, 000 00 


(2)46, 560, 000 00 
1, 315, 639,200 00 
*164, 000,000 00 
(3) 1,921,837 74 
(3) 48,408,155 14 
(2)145, 500,000 00 
*199, 000,000 00 
1,295,819, 350 00 
+360, 000,009 00 
54,793, 000 00 
1,691,796,700 00 
350, 000,000 00 
(2) 97,000, 609 00 
(2) 48,500,000 00 
100, 000, C00 00 
55,000,000 00 


455,000,000 00 
195,000,000 00 


14,569, 542,403 38 


14, 151,652,410 50 
50, 329,992 88 
337, 560,000 00 


14, 569, 542,403 38 
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39, 459, 176 00 
5, 740, 000 00 
62,459 73 
1,452, 244 65 
4,365,000 09 
7,462, 500 00 
38, 874,580 30 
32,250,000 00 
1,777,847 50 
50,753,901 60 
9,625,000 00 
2,667,590 00 
1,333,750 06 
3,750,000 08 
1,650,000 00 


7,775, 250 00 
' 4,463,550 00 


416, 320,843 38 


404,926, 689 C0 
1,514,70: 33 
9,879,450 00 


416, 220,843 38 


Amount outstanding includes $8,471,360.50 redemption bonus. 
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